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AMENDMENTS TO UNITED STATES HOUSING ACT OF 1937 



thursday, afbil s8, 193b 

House of Representatives, 
Committee on Banking and Currency, 

Washington, D. C. 

The committee met at 10;35 a. m. to consider H. R. 10417, Hon. T. 
Alan Goldsbo rough presiding. 

Other members of the committee present: Mr. Reilly; Mr. Williams; 
Mr. Spence, Mr. Farley, Mr. Meeks, Mr. Kopplemann, Mr. Ford, 
Mr. Brown, Mr. Patman, Mr. McKeougb, Mr. Evans, Mr. Transue 
Mr. McGranery, Mr. Fish, Mr. Luce, Mr. White, Mr. Crawford, 
and Mr. Gamble. 

Mr. GoLDSBOROUGH. The committee will come to order. 

Gentlemen, we have before us this morning H. R. 10417, a bili to 
amend the United States Housing Act of 1937, and we have here 
Mr. Straus, the Administrator of the Federal Housing Authority, 
Mr. Keyserling, General Counsel, and Mr. Krooth, Assistant Gen- 
eral Counsel. 

(The bill under consideration is as follows: ) 

|H. K. 10417, 7Etb OoQg., 3d sess.) 
A BILL To amead tba Uoitad BUMa Houaiug Act of 1837 

Be it enacted by the Senate and House of Repreaeniaiives of the United Slates of 
America in Congress assembled. That the United States HouBing Act of 1937 be 
amended as follows: 

Sec. 2. Section 9 is amended to read as follows: 

"Sec. 9. The Authority may make loans to public-housing agencies to assist 
the development, acquiaition, or administration of low-rent-housing or Blum- 
clearance projects by such agencies. Where capital grants are made pursuant to 
section 11 the total amount of such loans outstanding on any one project and in 
which the Authority participates shall not exceed the development or acquiaition 
cost of sucb project less ail such capital grants, but in no event shall said loans 
exceed 90 per centum of such cost. In the case of annua] contributions in assist- 
ance of low rentals as provided in section 10 the total of such loans outstanding on 
any one project shall not exceed 90 per centum of the development or acquisition 



into before July 1, 1939, and where the Authority obtains satisfactory a, 
that construction work can be promptly commenced on the project covered by the 
loan contract, the total of such loans on any such project may equal the total 
development cost of the project. Such loans shall bear interest at such rate not 
less than the going Federal rate at the time the loan is made, plus one-half of one 
per centum, shall be secured in such manner, and shall t>e repaid within such 
period not exceeding sixty years, as may be deemed advisable by the Authority." 

Sec. 3. Section 10 is amended by amending subsection (e) and adding a new 
subsection (f) as follows: 

"(e) The Authority is authorized, on and after the date of the enactment of 
this Act, to enter into contracts which provide for annual contributions aggre^ 

Sting not more than $50,000,000 per annum. Without further authorization 
im Congreea, no new contracts for annual contributions beyond those herein 
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authorized bIibU be entered into by the Authority. The faith of the United States 
is solemnly pledged to the payment of all annual contributions contracted for 
pursuant to this section, and there is hereby authorised to be appropriated in 
each fiscal year, out of any money in the Treasury not otherwise appropriated, 
the amounts necessary to provide for such payments. 

"(0 Payments under annual contributions contracts shall be pledged as security 
for any loan obtained by a public housing agency to assist the development of the 
housing project to which the annual contributions relate; Provided, That annual 
contributions shall be used first to apply toward the payment of interest or 

Erincipal as same mature on any loan due to the Authority from the public 
ouaing agency. The term 'any loan due to tlie Authority' as used in this section 
shall apply to any loan made by the Authority (including any bonds or other 
evidences of such loan which are resold by the Authority) to aflsist the develop- 
ment of the project to which the annual contributions relate." 
Sbc, 4. Section 20 (a) is amended to read as fallows: 

"Sec. 20. (a) The Authority is authorized to issue obligations, in the form of 
notes, bonds, or otherwise, which it may sell to obtain funds for the purposes of 
this Act. The Authority may issue such obligations in an amount not to exceed 
$1,000,000,000. Such obligations shall be in such forms and denominations, 
mature within such periods not exceeding sixty years from date of issue, bear such 
rates of interest not exceeding 4 per centum per annum, be subject to such terms 
and conditions, and be issued in such manner and sold at such prices as may be 
prescribed by the Authority, with the approval of the Secretary of the Treasury." 

Mr. Straua, will you be heard first? 
Mr. Straus. Thank you, sir. 

Mr. GoLDSBOROUGH. Just proceed in your own way, and take your 
own time, please. 

STATEMENT OF HON. NATHAN STRAUS, ADMINISTRATOR, 
TTNITED STATES HOUSING AUTHORITY 

Mr. Straus. Thank you, sir. 

Let me say in the first place that I find myself in a somewhat novel 
position. I never have appeared in this role before, and I want your 
guidance in helping me to present the material in the way it seems 
best to you. 

I have not prepared any formal speech. I thought that I would 
outline a few matters of experience for about 5 or 6 minutes, explain- 
ing briefly the amendments that we are seeking, and then let you 
gentlemen ask me questions, if that procedure is agreeable. Is that 
aU right? 

Mr. GoLDSBOHOUGH. It is entirely ^reeable. 

Mr. Sthaub. When the law was enacted, I had some misgivings 
personally as to its feasibility and as to its workability, and I so 
stated frankly to the President at the time I was appointed. 

I want to say as a matter of justice, and in order to get the record 
straight, that I was wrong, and that you gentlemen who amended 
the bill and passed it the way you did were right, because it has 
proved thoroughly feasible and thoroughly workable. There are 
provisions of the law which make it perhaps a little slower in opera- 
tion than we would have wished, but there is nothing which has 
proved impracticable or unworkable. 

May I be specific on that point? You inserted a provision, as I 
recall it, limitmg the coats per room and cost per dwelling unit to a 
certain amount in smaller cities, and to a certain amount in the 
larger cities. In the fight of previous experience, it seemed to me 
and to many of us that it was difiicult if not impossible to achieve 
those costs, but it has not proved impossible, and we have achieved 



Din-zadby ViU' 



ogk 



AMENDMENTS TO HOUSING ACT OP 1B37 J 

them in each of the projects for which we have made contracte. I 
see DO reason why we cannot continue to do bo. 

In the second place, the provision that there must be a demolition 
of an equivalent number of ^um units to the number of new wiits to be 
built seemed to be very difficult to achieve, because we did not see 
how we were going to compel localities to a^ee to that demolition. 
Again that has not imposed as serious an obstacle as I thought it 
would, and we have succeeded in every case, and in every case where 
we have so succeeded, we have made an agreement with the locality 
for the demolition of a number of slum units equivalent to the number 
of new units to be erected. 

The third matter as to which all of us were somewhat skeptical was 
whether we could under the act achieve the rentals which were low 
enough really to rehouse slum dwellers. One of the criticisms of these 
programs has always been that you do not get down into the rental 
pocketbooks of the people who you are trying to rehouse. 

I have a table here {exhibit I) of the rentals which I want to call 
to the attention of you gentlemen, because I think it is important. 

Exhibit I 
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There are not so many projects. 

In New York City, which is at the top, the rentals are going to be 
from $5.12 to $6.18 per room per month; Louisville, Ky., $4 per room 
per month; Jacksonville, Fla., $3.82 per room per month; Augusta, 
Ga., $3.33 per room per month, and so on down. I do not want to 
take your tune reading them all, but they go down to a low, which I 
am rather proud of, at Austin, Tex., of $2.64 per room per month, 

Mr. McKeough. May I ask a question right there? 

Mr. GoLDSBOBOuGH. Certainly. 

Mr. McKeouqh. Are those the projects that you took over from 
the bousing section of the P. W. A., or new construction? 

Mr. Straus. No; I am not discussing them at any time. These 
are entirely new construction. All of my remarks are addressed to 
that, except insofar as you gentlemen may question me with respect 
to the P. W. A. projects. I am not addressing myself to the old 
P. W. A. projects. 

Mr. KoppLEMANN. Under this provision, have you gone into the 
State of Coimecticut yet? 
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Mr. Stbaus. There is here a. complete list of the States that we 
have gone into. Take Bridgeport; we have earmarked there 6K mil- 
lion dollars. 

Mr. KoppLEMANN. But under the statute, we will have to obtain 
that 10 percent. Would it be impossible to do it unless the city or 
the commimity borrowed that 10 percent? Do you know anything 
about that? 

Mr. Straus. I am very familiar with the Bridgeport situation, and 
I would be glad to give you any information I can about it, but might 
it not be more fruitful now if we did not go into a discussion of that 
kind? I do not want to cut you off, and Iwould be very glad to give 
you that information afterward. I wanted to point out that the act 
to date has been, in my behef as administrator, proved thoroughly 
workable and thoroughly practicable, and that the costs achieved, the 
rentals achieved, and that the degree of slum clearance which has 
been agreed upon are entirely in conformity with the principles of 
the act and with what is necessary to rehouse the slum dwellers. 

Now, as to our achievements to date, and I hope that you gentlemen 
will interrupt me at any time if there is any question that I am not 
making clear, our earmarkings to date total over $310,000,000. What 
is an earmarking? Perhaps it may be weU for me to explain that. 

We observed in the early stages in this program that communities 
would come in and want to know whether we would reserve some 
funds for them. They said that they could not make a contract then, 
that they did not have any material to enable them to negotiate a 
contract; but they said that if we could earmark some funds for them, 
they would go back to their communities and get local authorities set 
up, and they had local authorities in most cases, but that they would 
get the local authorities properlj^ equipped to make the necessary 
surveys and meet the other provisions of the act in r^ard to local 
participation. But that they could not do that until they knew that 
they could get the money. 

Mr. GoLDHDOBOUGH. Is it in the nature of a gentleman's agreement? 

Mr. Straus. Exactly; that we will set aside these funds and hold 
them for them. 

Mr. Fahley. How long a time do they have to set up this local 
authority, or to meet the requirements? 

Mr. &iiiAU8. Well, I may have done some threatening, but have 
not canceled a single earmarking. 

Mr. Williams. How many contracts have you actually entered 
into? 

Mr. Straus. We have entered into nine contracts, with nine pubHc 
housing agencies. 

Mr. Williams. What are your commitments on them? 

Mr. Straus. The total project cost under these contracts will be 
about $60,000,000, and our commitment is 90 percent of that, or 
$53,493,000. 

Mr. GoLDSBORouGH. Mr. Straus, would you prefer to complete 
your statement before you are questioned, because 

Mr. Straus. Would it be all right? 

Mr. GoLDSBOROUGH. Yes. 

Mr, Straus. It will only take about 6 minutes. I want to do it 
the way you think it is best for you, but I have not much more to say. 
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I wanted to point out that we have earmarkings of over $310,000,000, 
and wanted to tell you what these earmarkings are. 

Now, the next thing that I wanted to point out is that the number 
of local houBii^ authorities, which was just under 50 last November, 
is now 140, and new ones are coming in at the rate of a little over 1 a, 
day, indicating the extent of local interest. The number, in other 
words, has trebled since last November. 

The next question that I am usually asked is if we have paid out 
any money, and I am hapi>y to say that we have within the last week 
or 10 days. We have paid out a total of $440,000. It is a small 
amount, but it is the beginning of money commencing to Bow. 

The sums paid out are $53,000 to Youngstown; $114,000 to S3rra- 
cuse, N. Y.; $279,000 to New Orlewis, La. ~ 

Mr. Spence. Has construction on tbose projects been started? 

Mr. Straus. No, sir; but I hope it will in a week from now, 
Youngstown and New Orleans look very much alive. 

The natural question in my mind, if I were sitting in your place, 
would be that this man comes along and tells us that everytmng is going 
fine; what is the matter? What does he want? 

I want to make it clear at the outset that I believe that if you did 
not give us the amendments we ask, this program would work; but 
with the President and Congress interested in expediting it and putting 
men to work, we cast about for and discussed with some leaders of 
your House and leaders of the Senate methods of modifying the act to 
a TniniTninn degree in order to expedite the program, to speed it up; 
that is, I asked myself, and I was asked by Members of your body: 
"What are your obstacles? What is holding the thing up?" 

Now, what are those Umitations? In the first place, we can ear- 
mark today only $500,000,000. That is all there is m the bill. If 
we could spend that $500,000,000, it would do a lot of good, but we 
cannot. Only $300,000,000 can be spent under the present act 
before July 1, 1939. 

In terms of that, in terms of the $300,000,000 which may be spent 
before July 1, 1939, 1 do not beheve that you can conceivablj put more 
than $125,000,000, maximum, into circidation during this calendar 
year. After all, the expenditure takes place over the period of a 
year or 18 months after the contract is entered into, and under the 
present situation we cannot conceivably spend more than $125,000,000, 
according to my best judgment. 

Putting it another way, only $325,000,000 in loan contracts can be 
entered into before July 1, 1939, because of the limitations in the act 
on the amount of annual contributions or subsidies. 

Now, at the peak of employment, in 1938, if we were to spend 
$125,000,000, we would put about 125,000 men to work, both on the 
site and in factories. If we had an expanded program such as I am 
suggesting in the amendments, we could earmark this year $900,000,- 
000, keepmg $100,000,000 for States not now having housing legisla- 
tion and for cities that have not yet housing authorities, and we could 
actually enter into $800,000,000 worth of loan contracts, which would 
make possible something under 590,000 man-years of work, and we 
could put into circulation this year in employing people a total of 
$300,000,000, over double what we could at present. I made a note 
here, which I think is a very good one, that at the peak of employment 
during next winter, we would have 300,000 to 350,000 men employed 
on projects and in the factories. 
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The obvious next question is — ^well, if you think yoii could do it — 
What amendments do you want? — and here are the amendmento, a 
copy of which appear before me, and I assume that you have copies, 
that are proposed, amendments which will speed up the prt^am and 
in no way confititute a departure from the present general picture. 
There is no radical alteration of the course on wldch the U. o. H. A. 
is at present embarked. 

The first amendment removes the 10-percent requirement. At the 
present time there is a requirement in tJie act that we may loan not 
more than 90 percent of the coat of the projects, which means that 
lOpercent must be contributed or loaned locally. 

I thought that that would be a more difficult provision of the act 
than it really is. We are able to work at present in loaning 90 percent 
and getting the 10 percent raised locally, but it would undoubtedly 
3peed the thing up if we were able to loan 100 percent of the cost of the 
project. 

I want to speak on that for just a minute. We have got an ex- 
traordinary amount of local participation in this program, a really im- 
pressive amount. You will recall that the act requires that for every 
$5 of Federal subsidy annually the local community must put up $1, 
20 percent of the Federal contribution. Actually the amount of the 
local annual contribution that we have succeeded in getting on these 
first nine contracts constitutes 61.9 percent of the Federal contribu- 
tion. That is an extraordinary degree of local interest which I did 
not believe could be achieved. 

Mr. Ford. I do not understand that. 

Mr. Straus, That for every dollar that the Federal Government is 
paying out in annual subsidy, the law requires the locality to pay 20 
cents, instead of which the localities, on the average, are paying 61.9 
c^its for every dollar put up by the Federal Government. 

Mr. McKbough. Is that an actual money contribution, or is it in 
service? 

Mr. Straus. Almost entirely in local tax exemptions, because that 
is the only thing that they have to give. They are mostly broke, as 
you know. I could read the cities off to you, but I do not want to 
take up too much time. It is interesting, however. The high mark is 
in Augusta, Ga., where the local annual contribution is 73 percent of 
the Federal, and it ranges all the way down to 28 and 30 percent. 

Mr. GoLDSBOROtTQH. I was probably out when you said it, but 
why is that? Why are the local contributions higher than they are 
supposed to be? 

Mr. Straus. I suppose that it is a matter of explaining to the 
localities how they would reduce their own rents by reason of making 
this local contribution, and I repeat that there has been an amazing 
local interest in rehousing slum dwellers and getting people to work. 
I have been rather hardboiled about it, perhaps a little more than the 
act called for. We have difficulty in one city, where they only want 
to make the minimmu contribution under the law, and I explained to 
them that we cannot get down to rentals that will rehouse their slum 
dwellere, unless they contribute more than 20 percent. 

Mr. Reilly. Then the local contributions consist principally of 
exempt taxation? 

Mr. Straus. Correct. 
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Mr. Reilly. If the Government went in there and built the build- 
ings itself, without any minimum contribution, there would be no 
local taxation. 

Mr. Sthaus. That is correct, 

Mr. Spencb. Have you ever had raised the question that under 
that act there was no consideration for the excemption, because other- 
wise they would be exempt, even if they did not specifically exempt 
them? 

Mr. Straus. They are not specifically exempt unless they specifi- 
cally exempt them. They are owned by the locality, not by the Gov- 
ernment; they are not Government projects, and unless the State or 
the locality by voluntary act confers tax exemption on the project, it 
is not exempt. That is one of the good parts about that act. 

Mr. Spence. That was my understanding of it, except that some 
question of that kind had been raised in my State, Kentucky. 

Mr, Steads. I have the facts on that State, and I can directly 
answer that question. Kentucky is one of the States which has a 
complete and adequate housing act, enabhng them to participate in 
even- way. 

Mr. Farlbt. How about Indiana? 

Mr. Straus. Indiana, ditto. 

Mr. McKeough. Illinois? 

Mr. Straus. Illinois has a defective act, and I have been in con- 
stand correspondence and telephone communication with them. 
There is no provision for tax exemption, and the tax in the city of 
Chicago — and I was working on that yesterday— would run as nigh 
as $1.90 per room per month. You cannot rehouse slum dwellers 
on a basis of $4 per room per month when there is a tax of $1 per room 
ppr month involved. 

Mr. McKeough. What correction should be made in the act? 

Mr. Straus. The correction needed is the standard act which has 
been enacted in most of the other States having housing legislation, 
which will permit the localities to grant tax exemption to these housing 
projects. 

Mr. McKeough. Have you had that up with the Governor? 

Mr, Straus. Yes, sir. 

Mr. Spence. There is no question ever raised about these projects 
being exempt under the general law? 

Mr. Straus. No, sir. As I understand it — and my counsel is here 
to correct me, but I am 99 percent sure that I am right — the tax ex- 
emption which these projects may have, or do have, is in every case a 
specific act of the legislature, and I think that that is one of the good 
parts of the program, that we do not go in and 

Mr. Spence. There is no question but that otherwise they would 
be taxable. 

Mr. Straus. Surely. 

Mr. Williams. Do you run into any constitutional provisions in 
many of the States? 

Mr. Straus. There are several States in which that question is 
coming up, principally, again, Illinois, which seems to be one of the 
tougher ones, and where I am told the attorney general beheves a con- 
stitutional obstacle exists, 

Mr. Williams. That they cannot be exempt— that is, under the 
constitution of Illinois — and I have the impression about Mbsouri, 
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although I am not sure, that they are exempt, and that the le^lature 
by DO act of theirs could tax them. 

Mr. Straub. I have not the detailed facta on Missouri, and we 
have not been up against that. You are correct that Missouri is one 
of the States that has no enabhng legislative tax. 

I am familiar with the situation in Illinois, because I have worked 
hard on it. 

Mr. Meeks. Have you had a formal opinion from the attorney 
general in Illinois to that effect? 

Mr. Straus. No, sir. I do not think that it is wise for me at any 
time to deal with the attorney general directly. I think that I should 
have contact with the Governors, and with the mayors, occasionally. 
'Mr. Meeks. Has the Governor given in any correspondence the 
impression that he is of the opinion that there is that coi^titutional 
question? 

V 'Mr. Straus. I do not think he did. He merely says that he is 
exploring the subject. 

Mr. Meeks. You have indicated that your viewpoint is that you 
were somewhat disappointed in not having the situation cleared in 
Illinois. 
Mr. Straus. That is correct. 

Mr. Meeks. Has he ever indicated the hope that it wHI be done 
at the special session of the legislature? 
Mr. Straub. Yes. 

Mr, Williams. These housing authorities are considered the 
agencies of the State, are they not? 
Mr. Straus. Yes, air. 
Mr. Williams, State institutions. 

Mr. Straus. I do not think that they are agencies of the State, 
althou^in some cases they may be considered agencies of the city. 
Mr. Williams. A political subdivision of the State. 
Mr. Straus. Possibly. 

Mr. Williams. In some cases, are not the State housing authorities 
created? 

Mr. Straus. We have such boards in many States, but they merely 
act in a supervisory capacity. Our dealings are always with the city, 
■with the local housing authority. 

Mr. Beillt. Have you estimated what will be the Government 
subsidy per room under the projects that you have already planned? 
Mr. Straus. Yes, sir; we have that information. 
Mr. Reillt. What does it amount to? 

Mr. Stkaub. The Government subsidy is an annual subsidy. The 
average rental before the Government subsidy would be between $9 
and $10. The average rental which the slum dweller can afford to 
pay is between $4 and $5. I am always talking about per room per 
month. So that the local subsidy in the form used, of tax. exemption, 
makes up that difference between $4 and $9, or $5 and $10, per room 
per month. 

Mr. Reillt. Do you mean that the Government will have to pay 
$5 and $10 per room per month? 

Mr. Straus. No, sir; the maximum that the Government contracted 
to pay under the figures that I named there would be a maximum of 
$4 per room per month, shared by the Federal Government and the 
local government. 
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Mr, Keilly. The Government would pay how much, then? 

Mr. Sthaus. The Federal Government? It ia hard to answer you. 
I am not trying to duck your question, and I understand it, but it 
depends upon me amount of local contribution that we can get. If 
the annual local contribution is 20 percent of the total that we must 

Set, the Federal subsidy will be larger. If it is 60 percent, which we 
ave succeeded in getting, it would be smaller. But the difference 
between the social rent, what the slum dwellers can afford to pay, and 
the economic rent, which is what a private builder would have to 
rent them for, must be made up in some way, and the only way that 
it can be made up is by a subsidy, an annual subsidy, accordmg to 
this act, and that subsidy is shared by the Federal and local govern- 
ments. 

You asked me how much it amounts to. It amounts to abcfut $4 
per room per month. 

Mr. Reilly. That the Government will have to pay? 

Mr. Straus. The Government will have to ^are that with the 
locaUty. 

Mr. Reilly. Let me make this statement. Under the program 
before we wrote this last bill, the theory was that the Government 
would loan all of the money to the locality, and the Government then 
would pay in subsidies sufficient to pay the interest; in other words, 
the Government would give the money, and then pay out in subsidies 
enough to redeem the mortgage. 

What does your plan provide that is different from that? 

Mr. Straus. My plan provides absolutely nothing that is different 
in any way. I am not suggesting any amendment that would in any 
way modify -the original act in its substantive provisions, which you 
have just very well outtined. I am tiying very hard to emphasize 
that. The amendments that I am askuig for are an increase in the 
amount of money available, which will be $300,000,000 after July 1 
of this year, to a billion, and the removal of the 10 percent local par- 
ticipation provision, so that we can loan 100 percent instead of 90 
percent. 

Mr. Reilly. Under your amendments, your set-up would loan the 
full amount? 

Mr. Straus. Yes, sir. 

Mr. Reillt. And all you would get from the city would be exemp- 
tion from taxes? 

Mr. Sthaus. All that we would get from the city would be a local 
annua! contribution. I do not like to use the word "exemption" 
because they do other things. They contribute services. Some of 
them will contribute parks and money, and something or other, and 
many make part of Uie necessary local contribution toward the total 
annual grant. 

If you ask, isn't it usually or mostly tax exemption, the answer ia 
yes. Is that plain? 

Mr. Reilly. I do not think there is enough from the community. 
Take this Williamsbui^ propositioh, of 1,600 apartments, and some- 
thing like 4,000 rooms; the Government under that plan would have to 
pay $4 per room per month? 

Mr. Sthaus. That is substantially correct, sir, and if you can tell 
me any way in which to rehouse slum dwellers without the Govern- 
ment making an outright grant or subsidy, I wish I knew it. It has 
beeh true in every country m the world, and the only way I know of to 



jg zadbyG00<^Ie 



10 AMENDMENTS TO HOUSING ACT OF 193T 

justify it is that it is a contribution made by the Govemment, both 
national and local, to the well-being of the entire community, com- 
parable to health services, to roads, to schools, or to any other one of 
the other services which we consider part of the modem city. It is a 
contribution toward wiping out these festering slums, and incidentally 
putting people to work. 

That IS the only ground that you can excuse it on, because if any- 
body thinks that the Govemment housing program is not going to 
cost money, he is kidding himself and maybe kidding others. 

Mr. Beilly. Should not the Government housing programs of New 
York and Chicago be largely a local problem? 

Mr. Straus. I do not mow how to answer you. They are, directly. 
If what you mean is this, that there should be lai^e local participation, 
of course they are. If, on the other band, you mean, "Don't you think 
the thing can be solved that way?" I would answer you equally unequi- 
vocally "no," that the local governments are in a condition ao far as their 
own financial budgets are concerned. You just would not get anj 
housii^, any more than if you asked them to finance entirely their 
school program, or their road program. 

There is one thii^ that I would like to get into the record, and that 
is the costs of local contributions. I think that these figures will be in- 
teresting, and I will try to make it very simple. (See exhibit II.) 

Exhibit II 

Effect of Ambndmkmt to United States Housing Act of 1937 Allowing 
Federal Loans Up To 100 Pbhcent Until Jolt 1, 1939 

I. The proposed amendment would preserve the principle of local participation. 
Although the proposed amendment would make it possible for the United States 
Housing Authority (for the limited period until July 1, 1939, where neceesary to 
Bpeed construction) to lend up to 100 percent of a, project's development cost 
instead of 90 percent, the extent of local participation under the present and con- 
templated arrangements of the United States Housing Authority would still bo 
more than double the minimum now required by the act. 

The following table is based upon the fact that, while the act now requires 
local annual contributiona equal to OTily 20 percent of the Federal annual contribu- 
tions, the actual average of the animal IocaI contributions obtained on the projects 
covered by the nine contracts approved by the President to date is 61.9 percent 
of the Federal annual contributions. Assuming a project costing Sl.OOO.OOO, 
this table shows the actual local contributions which would be obtained under 
the proposed amendment permitting 100 percent Federal loans, compared with 
the minimum local contributions required under the present law. 

(I) Minimum local contributions required under present law permitting only 
90 percent Federal loan, with 10 percent local capital contribution and 20 percent 
local annual contribution: 

Maximum Federal loan .'6900, 000 

Local Capital Participation ' _ 100, 000 

" * 1 Federal annual contribution- _ 35, OOO 



Annual value of 10 percent local capital grant (3 percent) 3, 63.1 

20 percent required local annual contribution.. 7, 000 

Total annual value of local participation 10, 035 

(2) Valueof local contributions under proposed amendments permitting 100 per- 
cent Federal loan, assuming local annual contribution.i equal to 61.9 itercont 
(roiirc'siiitiiig actual average percentage obtained on I'nited States HouBiiig 
Aulhiirily coJitraets ap])roved by the President) of Federal annual cojitribulions; 
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Maitimum Federal loan _ $1,000,000 

Maximum Federal annual contribution 35, 000 

61.9 percent local annual contributions 21, 6C.fi 

W I AtsumlnK (bat It le funilsbed u a grant ratbar thui thiough sale of 10 peiceut aC bonds by local housing 
fluttiority- 

II. Tax exemption can and should be counted as a local annual contribution for 
the following reaaons; 

First, because the United States Housing Act expressly permits tax exemption 
to be counted aa a local annual contribution (sec. 10 (a)). 

Second, because, in the absence of State constitutional or statutory provisions, 
these projects would be Bubjcct to local taxation, since they are locally owned and 
are not Federally owned as in the case of a Federal post office where the prHperty 
would be automatically exempt from local taxes. A housing project, though fin- 
anced by a Federal loan, is owned by a local housing authority, which is a separate 
public corporation created under State law. It is optional with the people in 
each State either to grant or withhold tax exemption, and, to date, housing projects 
in 4 of the 33 States are not entitled to tax exemption. 

Third, because in most of the State housing laws, the local housing authorities 
and the cities are authorized to fix, or enter into contracts for, payments by the 
local authority to the city for services in lieu of taxes. While tax exemption is 
granted, these State laws permit the local authority and the city to require pay- 
ments in substitution fur taxes on the projects. In computing the annual value 
of tax exemption, the United States Housing Authority only gives credit for the 
difference between the normal taxes which would be charged and any payments 
to be made for services. In most cases no payments are made in lieu of taxes for such 
services, and in all cases the payments are limited to a very small sum which does 
not exceed 5 percent of the shelter rent on the project. The localities contract 
over the entire life of the project not to charge tor regular municipal services 
which they are to furnish and which cost the localities large sums. 

Fourth, because tax exemption is juat as effective a method of getting low 
rentals as cash contributions to meet part of operating_ expenses or debt service. 
In the absence of tax exemption, the tases on a project' would be a charge which 
would have to be met from rentals or from cash subsidies, just like operating ex- 
penses. If tax exemption were not granted, the Federal subsidies would have to 
be higher or the rents would be much higher. Cities throughout the country 
have found that tax exemption was the only feasible way to provide local annual 
contributions in the substantial amounts which (together with the Federal con- 
tributions) are necessary to achieve low rentals that slum dwellers can afford. 
Cities have been unable to provide cash contributions because of their financial 
condition and constitutional and statutory debt limitations. Tax exemption as 
a contribution is both legally feasible and practically effective in getting low 

, Fifth, because taxes are now being collected from the sites to be used tor the 
projects and because taxes are being collected (as part of their rent) from the 
families who are to inhabit the project. As a result, tax exemption deprives the 
city of & present source of revenue, while the city continues to furnish all munioiapl 
eeryieea practically free of charge to tenants who had been living in fully taxed 
properties. 

General Summary. The United States Housing Authority, in aiding a housing 
project, is in the dual position of (o) a banker with respect to its original develop- 
ment loans and (b) a Government agency interested in the social objective of 
low rentals with respect to its annual contributions. Insofar as United States 
Housing Authority loans are made to projects, these projects ore in exactly the 
same position as projects financed by the Reconstruction Finance Corporation 
or insured by the Federal Housing Administration. The Federal Housing Admin- 
istration projects and the Reconstruction Finance Corporation railroad and other 
projects are subject to local taxes notwithstanding Federal loans. Housing pro- 
jects aided by United States Housing Authority loans would also be subject to 
such taxes unless tax exemption were conferred by the State as a local con- 
tribution or subsidy. 

If projects were aided only by a loan from the United States Housing Authority 
with no Federal or local annual contributions or subsidies, the rentals would bo 
clearly beyond the reach of the low-income families living under slum conditions. 
The purpose of Feder^ and local annual contributions or subsidies is to make u|i 
the diflerence between the economic rent which would be charged in the project 
to meet (^lerating expenses and debt service (including taxes) and the social 
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rent which these low-income families can afford. Just as the FederiJ Govemmeat 
makcB itB annual contribution or subsidy in the form of cash to meet part of the 
■Innual charges on the project (and thus raduces rentals) BO the local Government 
makes its annual contribution or aubeidj' in the form of remission of normal annual 
tax charges (and thus reduces rentals). 

Let us take a million-dollar project. Under the present law, the 
maximum Federal capital loan is $900,000. The maximum Federal 
annual contribution provided in the bill would be 3% percent of that, 
or $35,000 a year under the present law, and I am tmng to distinguish 
between the present law and the amendment. Under the present law 
the annual value of the 10 percent local contribution which is now 
required, if it were a grant, would have an annual value of $3,635. 
The 20 percent required local annual contribution, that is, the 20 per- 
cent whach the locality is supposed to put up for every 100 percent 
put up by the Federal Government, the minimum required in the law 
that is now usually covered by tax exemption amounts to a total of 
$7,000 a year. So that under the present law, if the localities pay the 
minimum required, capital and annual grant, they would cut up a 
total of $10,635 on this project every year throughout its life. 

Now, under the proposed amendment, let us take a miUion-dollar 
project. The maximum Federal loan would be obviously the whole 
million dollars. The maximum Federal annual contribution would 
still continue to be $35,000. No change. But if we succeed in con- 
tinuing to get the degree of local participation which we have received 
in the past, and I do not know of any reason why we cannot do so, 
that is, 61.9 percent of the Federal annual instead of 20 percent, the 
local annua! contribution will be more than $21,000 per year, a Httle 
over double the sum of the 20 percent minimum annual contribution 
plus the capitalized value of the 10 percent of the local loan. 

Do ^ou get me? We are today getting, in other words, over double 
the minimum that is set forth in the statute, and I see no reason why 
we cannot continue to do so, so that although you remove the provision 
that we now lend only 90 percent, and allow us to lend 100 percent, we 
would still get an effective value in cases of the standard tJhat you set 
forth in the act. 

Mr. Williams. On what basis do you calculate the tax exemption? 

Mr. Straus. On the actual value of the property as assessed, as 
though it were assessed in full. 

Mr. Williams. After it is completed? 

Mr. Straus. Yes, sir; comparable to the amount we pay, for in- 
stance — may I take as an example Illinois again? There is no harm 
in referring to it again, as it is very fresh in my mind. 

Mr. Meeks, As soon as you get through with this statement, I 
would like to ask you a question about Illinois. 

Mr. Straus. I hate to go back to Illinois, for I do not want to 
pick on individual States. Would it be better to take New York? 

Mr. McKeough. Take Illinois. We can stand it. 

Mr. Williams, Is the tax remission based on the present value of 
the property, or on the property alter the Government ha,s spent the 
money? 

Mr. Straus. If the amount of the contribution were based on the 
present value of the land, it would be much easier to handle, because 
then we would not have these high assessments, but the cities assess 
the properties when completed at approximately 80 percent of the 
cost, and in Illinois, or New York, or Pennsylvania, if there is no tax 
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exemption on the amount of the taxes levied against the property, 
the tax per-room-per-month basis would vary from $1.70 to $2. 

Mr. Spence. What other contributions do the cities make, besides 
this tax exemption? 

Mr, Straus. We occasionally get a park, and sometimes a con- 
tribution of water service, but, by and large, it is usually tax 
exemption. 

Mr. Williams. What would be that contribution if based on tlie 
present value? 

Mr. Straus. Doesn't that depend on the present value of the prop- 
erty? If you are building on expensive land, the valuation of course 
would be high, but if on the other hand you are building on cheap 
land, it would be very small. 

Mr. Williams. But if the improvement put on that land is put there 
at the expense of the Government, the city is not losing anything, 
is it? 

Mr. Straws. I do not want to answer that question, but I wholly 
agree with you. 

Mr. Spence. I am very much interested in the credit for tax exemp- 
tion. You have a project in my district, in Covington, in the State 
of Kentucky, where the only private property that can be exempt 
from taxation is that given to a manufacturing plant by the munici- 
pality as a condition to their locating there for a period of 5 years. 

I want to know what constitutional right there exists in the Legis- 
lature of Kentucky to exempt you from taxation. 

Mr. Straus. I am afraid you have me above my depth on a l^al 
question. I have a record here that we made a loan in Louisville 
Ky., and I know that we would not have made the loan unless both 
the local legal lights and my own counsel were convinced that the 
provision for the tax exemption were vahd. However, I am not 
a lawyer, and I base that on what somebody else has told me. 

Mr. Spence. I do not want you to go any further, if you will just 
grant it. [Laughter.] 

Did Louisville contribute here portion in tax exemption? 

Mr. Straus. The Louisville contribution is actually 53 percent, 
53.7 percent of our contribution. The federal annual contribution is 
$165,000, and the local contribution is $89,000. 

Mr. Spence, Is that in tax exemption? 

Mr, Straus. Yes, sir, mainly. 

Let me get this thing straight. A portion of it is in the donation 
of streets and parks, but most of it is m tax exemption. 

Mr. Meeks. You spoke about some difficulties in Illinois on tho 
question of contribution. I did not quite get what you said. The 
difficulties were something in the constitution, I believe. Did I 
understand it correctly^ that you had certain difficulties in Illinois 
about getting contributions, or exemptions? 

Mr. Straub. Let me see if I can answer yon, sir. As to whether 
that is correct, yes. The question was asked by one member of the 
comndttee as to whether there were constitutional obstacles to grant- 
ing this tax exemption in certain States. I said, yes; and one of the 
gentlemen asked me if we are not having constitutional difficulties in 
Illinois; and I said, yes; and then I was asked further questions as 
to the nature of the constitutional difficulties, and I pleaded off on 
the ground that I am not a lawyer and I did not fully know. 
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Mr. Meekb. In other words, you do not understand what the 
difficulties in Ulinois are? 

Mr. Stkaub. No; I am under the impression, from the statement 
of counsel, that the matter could be amended by an act of the legis- 
lature, but I also understand that there are some difficulties 

Mr. Meeks. Just a little further. What efforts have been made 
in the line of correction of the difficulties? You approached the 
Governor, I believe? You stated that? 

Mr. Straus. Yes. 

Mr. Meekb. How far did you get with the Governor on that 
subject? 

Mr. Straus. How far did I do what? 

Mr. Meeks. How far did you get into the matter with the Gov- 
ernor of Illinois? 

Mr. Straus. I drafted a letter which I first signed myself, in one 
form, to the Governor, and subsequently, at the request of the Presi- 
dent, I brought to him a group of letters addressed to governors of 
States which did not have adequate enabling legislation. One of 
those letters was to the Governor of Illinois, and that letter was dis- 
patched by the President, and a reply was received to the effect that 
the matter would have the Governor's attention. 

I do not have that letter with me. 

Mr. Meeks. It then was presented to his attorney general, as I 
understood you. There is no opinion from the attorney general of 
lUinois? 

Mr. Straus. I do not honestly know that. I know that there is 
uncertainty as to whether it can be cleared up by an act of the legis- 
lature. 

Mr. Meekb. If it is a constitutional question, it cannot. It would 
require an amendment to the Constitution, which would necessitate 
a general election on that point, and it would have to be carried by 
a majority of the entire vote cast. It cannot be done by the legisla- 
ture, if it is a constitutional question. 

Mr. Straus. But we are not certain it is. 

Mr. Meeks. I am interested in this how this — act can be applied 
to the State of Illinois, I had that question up when we had the 
original bill here, and nobody seemed to be able to answer it, except 
to say that it would apply. 

Now, as I get it, and if I am in error I want to be corrected, the 
policy of your administration is to apply the beneficial terms of the 
act to the larger centers of population. In Illinois it would be Chicago. 
In the State of New York, it would be certain lai^e cities. In Michi- 
gan it would be Detroit; in Missouri, St. Louis; in Maryland, Balti- 
more; and in Massachusetts, Boston; in Pennsylvania, Philadelphia 
and Pittsbui^h, and so on. 

Now, as to cities running from 5,000 to 6,000 people, on up to 
40,000 to 50,000 people, how is this act supposed to be adrainistpred? 

Mr. Straus. Mr. Chairman, I would like to answer the Congress- 
man, if I may. I would say that his statement was made without 
complete knowledge as to how the act has actually worked out in 
practice. 

The bulk of our loans, and the bulk of our earmarkings, in number 
but not in amount, are to smaller cities. They range down to the 
very small popluations. May I run over a few? 
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Mr. Meeks. In our State. I am particularly interested in Ulinois. 

Mr. Straus. Mr. Chairman, I am perfectly helpless in lUinois. 
There b not any use earmarking in lUinois, if they have not any 
statute which enables them to take advant^e of the act, and there- 
fore we cannot earmark in Illinois. 

Mr. Meeks. Have you attempted to do so? 

Mr. Straus. Yes, su*. 

Mr. Meeks. How far have you gone in that respect? I expect to 
interest myself in this very question. It is a question of changing 
the constitution in some way in the State of Illmois, and I want to 
lend nw influence in that direction. If you are not prepared to answer 
here, I would like to get some communiction from your office as to 
the difficulty in our State. 

Mr. Straus. Thank you for saying that, sir. 

May I answer the other question as to Illinois? In Illin ois we have 
three earmarkings, $16,000,000 for Chicago, $1,500,000 for East 
St. Louis, and $1,500,000 for Peoria, but I would like, Mr. Chairman, 
not to confine the thing just to one State and answer the point raised 
there, which I think is important; but I would like to say this, that 
this is not at all a program that is working only in the lai^e cities, 
but it is working out everywhere. 

I will run over this: In Alabama, our earmarkings are as follows: 
Bhmingham, $4,500,000; Gadsden, $900,000; Mobile, $1,400,000. 

In California: San Francisco, $15,000,000. 

Bridgeport, Conn., $6,500,000. 

In Korida: Jacksonville has an actual contract of $1,027,000. 
Miami is here earmarked at $2,250,000; Orlando, $450,000; Pensacola, 
$900,000; St. Petersburg, $900,000; and Tampa, $1,500,000. 

In Georgia, there is Athens, $270,000 earmarked^and Athens 
happens to have a population of 18,000 that is associated with certain 
fanuly memories, and I happen to know the figure; Augusta has an 
actual contract for $1,369,000, and Savannah is earmarked for 
$2,700,000. 

I do not want to read the whole thii^. 

Mr. Farley. Read Indiana while you are at it. 

Mr. Straus. Indiana: Anderson, $750,000, Indiana is one of the 
Uvest States; they are at it all the time. 

Mr. Fahlet, How about Fort Wayne? 

Mr. Straus. Anderson, $750,000; Decatur, $50,000; Delaware 
County, $400,000; Fort Wayne, $1,500,000; Kokomo, $600,000; 
Muncie, $900,000; and Vincennes, $270,000. 

Mr. Patman. Read Texas, 

Mr. Straus. Austin, $643,000, which was the first one signed up, 
as A is in the beginning of the alphabet, and they were very active 
and verv alive; El Past,, $900,000 earmarked; Fort Worth, $2,000,000; 
Houston, $2,250,000; San Antonio, $3,600,000; and Temple, $180,000. 

Mr. Transue. Will you read Michigan? 

Mr. Straus. In Michigan we are completely^ estopped by the local 
situation. Under the Michigan law, no housing commission may be 
estabhshed except in one city, Detroit. That is one of the States 
that I am most troubled about, but we have an earmarking for 
Detroit of $25,000,000, and at the risk of skimming off the cream of 
news coming shortly, I tliink it will be in the next batch of contracts. 
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Mr. GoLDSBOHouGH. Gentlemen, don't you think it would be 
better to have Mr, Straus send you the earmarkings in your States? 

Mr. Patman. Suppose that we put it in the hearings on this bill, 

Mr. Williams. Just one question in that connection. 

Mr. Mbeks, Pardon me just a moment. I had not quite finished. 

Now, may I have, for Illinois, a statement from your office as to the 
difficulties that you encountered? I see that you earmarked nothing 
under 100,000 population there. I would like to get what the local 
difficulty is in Ilmiois, because if we are going to pass a nice fat pie 
around, I want our State to get some of it. 

Mr. Straus. Yes, air; and I am certainly with you, and I will 
appreciate your help. 

Mr. McKeough. May I offer an amendment to that request? 

Mr. Meeks. I do not know about an amendment. You may offer a 
suggestion, and I will see whether I will accept it. 

Mr. McKeough. Will you be good enough, Mr. Straus, when you 
reply to Congressman Meeks, to furnish me with similar information, 
and amplify it, if you will, by indicating what action has been taken 
to cure the disabihty? 

Mr. Straus. I certainly would like to do it, and I appreciate the 
invitation. 

Mr. GoLDSBOROUGH. Will j-ou do this, for the benefit of the mem- 
bers of the committee? Will you include in your statement the 
various earmarkings which you have in the different States in the 
Union? 

Mr. Straus. Do you mean to put it in the record, or read it? 

Mr. GoLDSBOROUGH. Put it in the record. 

Mr. Straus. I will do that. (Exhibit III.) 

(The statement referred to is as follows:) 

EXBIBIT III 

The complete list of total commitmenta to dat« (including earmarkingB out- 
standing, today's earmarkings, and loan contracts, signed) for 77 cities in 23 
States and also the Territory of Hawaii is as follows: 



Stste and city 


EaimmVtats 


Loul con- 
tracts signed 


State total 


Alabama: 


HMO, 000 
900,000 
1,400,000 
































11027 000 






2,250,000 

«00^000 
000.000 
1,500.000 
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1,369,000 






2.700.000 
2,400,000 










""•SSi.^ 








IJEOOIOOO 










19, 00ft 000 
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Stata aniJ oKy 


oulslandii^ 


Loan con- 
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StaH! loWl 


Indiana: 
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Mr. Transue. Just one question in regard to the same question that 
Mr, Meeks asked you. I would like to get the same information for 
Michigan. In fact, I have asked your authority some time ago for it, 
and have not received it. 

Mr. Straus. You did not receive it? I am very particular about 
these requests from Congressmen for earmarkings, to see that theT 
are answered the same day. I am very much disappointed, and apol- 
ogize. It won't happen again. 

Mr. Luce. In my district there is the town of Watertown, which 
contains a Federal arsenal. Suppose that we estimate the value of 
that at $1,000,000. If it were pnvately owned it would pay $40,000 
in taxes. Do I understand you to reason that because the town, of 
Watertown cannot tax that arsenal, it is making a contribution of 
$40,000? 

. Mr, Straus. That, sir, is precisely an excellent and unusually clear 
statement of the theory which the raunicipalitiea hold as to the local 
contribution. You stated it better than I can. They feel that when 
there is a piece of property there which is not completed — and thia 
Congressman raised that point, not as it is today — it would be taxed 
at a certain amount, and that if it is not so taxed, they consider that 
a local contribution. 

Mr. Luce. This argenal has been there for 40 or 50 years, perhaps 
more or less; I do not know the exact time, but I never heard anybody 
suggest that the town of Watertown was making any contribution to 
the Government. 

Mr. Straus. I wish that you would sit with me in some of. these 
things when the localities come in and explain about the big contribu- 
tions they are making when they provide for this tax exemption. 

Mr. GoLDSBORouGH. If the Federal Government puts up a building 
for a local community which they want put up, which they did not 
have before, and which was not taxable before, I do not believe that 
you will ever get this committee to think that that is a contribution 
by them. I think that that is a joke. 

Mr. Straus. That is the way they figure it, as a contribution. 

Mr. Meeks. It does not amount to a joke, even. 

Mr. Crawforo. Will you yield there on that point? 

Mr. GoLDBBOROuGH. Certainly. 

Mr. Crawford. Isn't that the very philosophy which was grounded 
and beaten into this original bill when it went through here, to the 
effect that if the local communities did that very thing, they would be 
making a contribution? 

Mr. Straus, Oh, surely. I think everybody would agree that that 
is the philosophy of the act. But as I understand the point that the 
gentleman was raising, it is as to whether or not the localities really 
are being penalized to the extent that they think they are when they 
partially or completely waive taxes on something that they did not 
previously have. 

Mr. GoLDBBORouGH. They are evidently not being penalized at 
all, and I think that we ought to approach this ttung on a more 
rational basis, I would not be surprised if the majority of this com- 
mittee are in favor of this bill, but not on any such basis as that, 
that communities, when they get something they want and did not 
have before, and were not gettmg any taxes on before, are making a 
contribution because they do not tax that particular something. 
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I do not believe you will ever get anywhere with this committee on 
that sort of a basis. 

Mr. Straus, There is not any suggestion on my part to make any 
change in the existing law on that, but the fact is, as you will find out 
if you ttilk to your own mayors or city councils, that they regard a 
completed building at its full value as a building, and they put it on 
the tax rolls at that figure, and to the extent that they do not collect 
those taxes on it, they consider that a contribution. 

Mr. GoLDSBORotTGH. Maybe they do that, but they are not ra- 
tional when they do it. 

Mr. Straus. They tell me, of course, that they are giving sewerage 
service, and they are giving police protection, school service, and so 
forth, for those buildings, and that they are tax-exempt, 

Mr. Fish. Is it not true that in slum clearance projects, you tear 
down existing buildings that do pay taxes? They are owned by 
somebody, and those people who own them have to pay taxes. 

Mr. Straus. That is a perfectly tenable view. 

Mr. F18H. In that respect there is justification for their claim, he- 
cause those slum dwellings are replaced by Government buildings 
that are not taxed. It is not like puttii^ an armory in some city 
where no building existed before and no taxes were paid. It is an 
entirely different proposition. If you clear away slum nouses existing 
on which taxes are paid, you certainty lose those taxes. 

Mr, Straus, I think 

Mr. Fish. I just wanted to show the other side of the picture. 

Mr. Straus. May I speak on that, because it seems important to 
get this made clear, that I think you have to think of all of these 
things in terms of a program, and while I have no great sympathy for 
the occasional contention of cities of the burden imposed by reason of 
these contributions, nevertheless, looking at the thing reahstically, if 
, one-third, one-fourth, or one-fifth of the population of the cities has 
to be rehoused with Government subsidies, and if they are to have 
that many buildings which are not paying their full amount of taxes, 
you cannot honestly say to the cities that they are not makii^ a con- 
tribution and they should not have contribution figured in. If you 
go to the utmost extreme, they might say that they are not able to 
collect any taxes for any of that property, and that they are making a 
contribution. My only feehng when I spoke before was that the 
extent of the contribution is at times exa^oratod by the cities when 
they claim that by grantim these tax exemptions on a building which 
theretofore did not exist, they are making a large contribution. 

Mr. Fish. Let me understand how this operates. Before you enter 
into your contracts, do the cities come in and give a definite pledge of 
their contribution of the exemption of taxes? 

Mr. Straus. That is right. 

Mr. Fish. The city gives a signed pledge? 

Mr, Straus. The city gives a signed pledge of the extent to which 
it will tax or not tax the property. 

Mr. Fish. What is the law? How much does a city have tO' 
contribute? 

Mr. Straus. One dollar for every five dollars we put up. 

Mr. F18H. Twenty percent? 

Mr. Straus. Twenty percent. 

Mr. Fish. And your bill changes that to 10 percent? 
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Mr. Stradb. It does not touch that in any way. We are not asking 
for any change in our act, except more money, and the right during 
the next year to loan up to 100 percent of the project. 

Mr. Fish. You are asking in thia bill for $1 ,000,000,000, are you notT 

Mr. Straus. Yes, air. 

Mr. Fish. That is an addition over what you have now, is it notT 

Mr. Stbads. Five hundred million dollars addition. Actually, as 
far as this year is concerned, it is $700,000,000 more. 

Mr. Fish. But we authorize $500,000,000 more altogether? 

Mr. Straus. Yes, sir. 

Mr. Fish. Are these bonds or these issues guaranteed by the Gov- 
ernment of the United States? 

Mr. Stratjb. They are. 

Mr. Fish. Are they tax-exempt? 

Mr. Straus. I think that they are tax-exempt today, yes. 

Mr. Fish. Will they continue to be tax-exempt under this proposi- 
tion? 

Mr. Straus. I am not touching any of tiiat, sir. 

Mr. Fish. But you have a bill before us and you are askii^ for the 
issuance of another $500,000,000 for your building projects. 

Mr. Sthaub. Yes. 

Mr. Fish. Are those to be tax exempt? 

Mr. Straus, I do not know, " I am not tryir^ to fence with you. 
I do not get you at all. Are not Government bonds under the present 
law tax exempt? 

Mr. Fish. Not at all. It is entirely up to Congress. 

Mr. Straus. These are tax exempt. 

Mr. Fish. I am asking you whether the $500,000,000 additional 

Mr. Straus (interposmg). The answer is yes. 

Mr. Fish. It is in direct violation, then, of the President's recom- 
mendation, is it not? 

Mr. Straus. I thought, under the President's recommendation, 
that all of this type of bonds would be generally taxed; and then this 
would be, too. So these would be taxM, then, if you pass that act. 

Mr. McKeouoh. If you issue the bonds for this $500,000,000 after 
we pass that law 

Mr. Straus (interposing). Then they are taxable. 

Mr. Fish. There is nothing said about that here. That is what X 
want to know. 

Mr. McKeoitgh. I think that there ought to be some amplification, 
such as that they are subject to any future law passed by Congress. 

Mr. Fish. When I asked Mr. Straus, he said that they are tax 
exempt. Now he says that they wilt not be. 

Mr. Straus. Congressman, I wonder if that is quite fair. You 
asked me if thw are now tax exempt, and then you asked if they 
would be if the President's recommendation should be adopted. The 
answer that I want<'d to make is that under the present law they are 
tax exempt, but I know that Congress can change the law. 

Mr. Fish. I wanted to know whether you thought these would be 
tax-exempt under this bill, or not. 

Mr. McKeouoh. He does not know. 

Mr. Fish. As to this bill, I am asking him about the provision in 
section 20, whether that means that they should be tax-exempt or 
not. 
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Mr, Stka08. I would think that these bonds of the Federal Gov- 
ernment should be treated precisely as other Federal bonds, and if 
the Congress decides to leave them tax-exempt, then these should 
also be tax-exempt. If the Congress decides, in line with the Presi- 
dent's recommendation, to tax bonds of this character, then these 
also should be taxed. 

Mr. Fish. You are raising a really important issue. 

Mr. Straus. I do not want to. I would rather avoid it. 

Mr. Fish. If we do not make them tax-exempt, then the question 
is, could you sell these bonds? Could you get the money if they are 
not tax-exempt? 

Mr. Straus. I do not know. That is a financial matter, on which 
I would not quahfy as an expert. 

Mr. GoLDSBORoUQH. You haven't any doubt about it? 

Mr. Straus. I only can say that as to bonds that were sold tax- 
exempt, the actual interest rate was something under 1 percent, and 
if you added on taxes, it does not seem they would be very difficult 
to sell. The demand for them is fully in excess of what the supply 
is today, I am informed by the Treasury. 

Mr. Fish. You have not tried to sell them? 

Mr. Straus. I have not tried, but it is difficult for me to beheve 
that bonds which are federally guaranteed, in your lifetime or mine, 
might not be a marketable commodity. 

Mr. KoppLEMANX. Did I understand you earher in your testimony 
to say something about a time limit to July 1, that in the fiscal year 
you are going to spend $125,000,000, and there was 

Mr. Straus. I take the calendar year. 

Mr. KoppLBMANN. Would the difference between what you spend 
and what you had allocated to you have to go back to the Treasury, 
or is there no time limit on the use of that? 

Mr. Straus. No time limit on that. 

Mr. Spence. With reference to the consideration that was raised 
in regard to tax exemption, it seems to me that the illustration that 
was given of the arsenal, which is built with Government money and 
owned by the Government, and where no local subdivision has any 
authority to tax it, is very different from a case of tax exemption 
granted to your corporation, because I understand that if there was 
no tax exemption, it would otherwise be taxed? 

Mr. Straus. That is absolutely correct. This is a voluntary act 
in our case. 

Mr. Spence. And in every instance they have the power to tax 
your projects, because they are not purely public projects; they are 
owned by the local corporation, and are taxable? 

Mr. Straus. That is correct. 

Mr. Ford. I would like to ask one question. Do I understand that 
if a city puts up $100,000 originally on a 1 -million-dollar project, tJie 
yearly contribution would be $35,000? Then the city's contribution, 
or 20 percent of that, would be $7,000. Then would you take this 
$100,000 and spend it over 60 years and deduct that $1,600 from the 
$5,400? Supposing that they were going to pay $7,000 in cash; would 
you give them credit for that? 

Mr. Straus. Do you mean under the amended act, or the original 
act? 

Mr. FoRi>. Original act. 
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Mr. Straos. Under the origiQal act, there is no consideration given 
whatever to the amount of the 10 percent. We pay no further 
attention to that. 

Mr. Ford. What you want to do is, you want so to amend this act 
that that $100,000 put up will be part of the loc^ contribution over 
the 60-year period, and divide It into 60 annual payments? 

Mr. Sthaus. We do not actually phrase it that way. What we 
want to do now is to lend that community 100 percent of the cost of 
the project, instead of lending it only 90 percent, and what I en- 
deavored to point out was that the amount of local tax exemptions 
and other contributions that we are getting at the present time con- 
stitute very much more than the annual yield on the 10 percent which 
you gentlemen originally had in the contract. 

Mr. Spence. Are all of these tax exemptions unlimited as to time? 

Mr. Straus. For the life of the project, and we are careful not to 
execute a contract until we are assured of that. In some places we 
are making the payment in lieu of taxes of a small amount, wnere they 
have some great need, where they say they have some particular 
expense, but I have kept that down so the effective amount of the 
local annual contribution is in excess of 60 percent. 

Mr. White. I would like to ask you several questions. 

How much time has elapsed since the original law was adopted? 

Mr. Straus. I cannot tell you. I know that I was appointed 
November 1. 

Mr. White. About 7 months since the original law was adopted? 

Mr. Straus. I was appointed November 1. 

Mr. White. I think that that figures about 5 mouths, does it not? 

Mr. Straus. That is right; almost 6 mouths. 

Mr. White. In that time, in the 7 months since the original law 
was adopted, and in the 6 months that you have been appointed, how 
many projects have you commenced? 

Mr. Straus. Physically commenced? 

Mr, White. Yes. 

Mr. Straus. None. 

Mr. White. That is what I am getting at. You had the Authority 
for 7 months, and you have been m chaise of the administration for 
better than 6 months. You had a large sum of money available for 
construction, and you are now coining back and asking for an increase 
«f $500,000,000. 

Why should we appropriate $500,000,000 when there has been no 
«vidence of the prompt use of the money that had already been 
appropriated? 

Mr, Straus. I am awfully glad that you asked that question. 
I was hoping that somebody would ask it soon. It is a perfectly 
natural one, and exactly the one that I would ask if I were in your 
position. 

The reasons why I am coining back and asking for more money, 
or why I am in the position of the boy asking for the second piece of 
pie before he is able to swallow the first one, is fundamentally this: 
The dav that I was handed the 8500,000,000, I could have handed out 
$100,000,000 of it if I had wanted to, but I conceived this thing as a 
real program for rehousing America under conditions very rigorously 
laid down by you. There has not been a policy, and there won't be 
a policy uf handing money out or ladling it out. This money is being 
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expended in accordance with a definite program. That definite 

Erogram requires, first, that you have local authorities. There were 
)BS than 50 when I took office. There are more than 150 today. 
Under those conditions, and the conditions for equivalent demohtion, 
there was only a certain rate of speed at which you could proceed. 

In the beginning we were accused of being very slow because we did 
not make any earmarkings. We did the earmarking, and then we 
were accused of being slow because we had not executed any con- 
tracts. We did the contracts, and then we were accused of being 
slow because we had not paid out any money. We have commenced 
to pay out the money only last week, and now we are accused of being 
slow because we are not starting dicing. 

This thing is like a snowball. It starts very, very slowly, but it 
gathers contmual momentum as it goes along, or grows like a flower 
bursting into bloom, if you prefer that. Here you have something 
which is slow in the b^inning. The tree was taking root. We were 
getting our legislation. We were having our local authorities set up. 
We were establishing our procediu-es. 

But now we are on our way. We have estabhshed rentals in these 
cities of from $2.75 per room per month in Austin, Tex. to $5.15 per 
room per month in New York, and we are rehousing the slum dwellers. 

You may say that that is hot air, but let me talk figures to you. 
During the first month the loan contracts which I took over to the 
President for approval, which was the month of March, amounted to 
only $16,000,000. This month I took over contracts to him for a 
total of $36,000,000 involving $40,000,000 worth of projects. I am 
going to take over contracts within two weeks in excess of $50,000,000, 
and I think I can assure you that the amount of the contracts which 
will be available for Presidential approval, will not fall below $50,- 
000,000 

Mr. White. All right, but 

Mr. Stbaus. Let me finish. 

Now, you can easily say that those are only contracts executed; 
what about the payii^ out of the fund? That^ sir, will involve a lag 
of between 60 and 90 days from the time of the signing of the contracts. 
We will have ground breaking on our first contract in about 2 or 3 
weeks from now, which will be 2 months from the time they were 
signed; but if we are going to have employment in October and 
November, and even in September, to any very substantial amount, 
we have got to commence to plan ahead for it now, if that money is 
going to be expended so as really to rehouse slum dwellers in addition 
to putting men to work. 

Mr. White. Let me examine your explanation. That is the reason 
that you give. Isn't it true that there were many housing projects 
in this period as to which no construction was commenced, that 
there have been many housing authorities come into existence, that 
there have been many States in which the legislation would permit 
going ahead with the program, and isn't it also true that there has 
been a tremendous need, particularly an increased need since last 
November for employment in these communities, and in all of this 
time there has been nothing concretely done to meet that situation? 

Mr. Straus. I would say, as nearly as anyone can answer that 
question, that the answer is "no". 
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Mr. White. Let me ask you this question 

Mr. Straus. May I amplify that by saj^ing that ii the question is 
as to whether, as you said, in the end nothing has been done, I think 
that that is really quite a reflection on my staff, and on myself. 

We have perfected in 6 months here an instrument, a machine, a 
weapon for the demolition of the slums of America in connection with 
your act that has taken in other countries from 1 year to 3 years, and 
we will have construction under way, if we have the money to do it, 
that will be in excess of anything yet in any program in this country 
or elsewhere. 

Mr. White. Of course, this movement did not start 6 or 7 montha 
ago. You had the benefit of the experience of those foreign coun- 
tries, and in addition to that there have been years of study as a 
preface to your action. 

I want to ask, if the natural development is the sole cause for 
delay, did you or did you not have a bunch of projects that were 
already completed, for which plans were drawn, that you had 
inherited from the W. P. A.? 

Mr. Straus, The answer to that is that I did not. 

Mr. White. The P. W. A. 

Mr. Straus. I understand you; the answer is that I did not. 
There were no plans available anywhere for any projects that met the 
requirements of this act as to financing, local participation, costs, or 
equivalent demolition. 

The answer to your question, Congressman, is an unqualified no. 

Mr. White. I am glad to hear that, and I hope that you are abso- 
lutely correct on it. 

Mr. Straus. I am. I am very correct. 

Mr. White. Because I understood that there were a number of 

E rejects that had been approved by P. W. A., and for which plans had 
een completed, and upon which no action had been taken. 

Mr. Straus. That is absolutely correct. 

Mr. White. Despite the advanced stage of those plans. 

Mr. Straus. That is absolutely correct. 

Mr. White. Let me ask you this : You say that all this time, accord- 
ing to the answer as I understand it, there have been no projects 
started to date. 

Mr. Straus. That statement, of course, is not correct, because thre© 
projects had been started up to last night, and I think a fourth will be 
started today. 

Mr. White. You stated a moment ago that you had not started to 
work on any of them. 

Mr. Straus. It is hard to answer that with a fair answer. I will 
never start work on any project. Loans have been executed for nine 
cities, and the responsibility for the future is entirely in the hands of 
those cities. Three of those cities have made an actual request for 
funds, and I assume that in those cases, since they have the money, 
they have commenced to spend. 

Mr. White. In a few words, what is the number and the nature of 
your allocations so far? 

Mr. Straus. The number and the nature of the loan contract 
allocations so far total $53,493,000 to nine cities in eight States. 

Mr. White. That is the summary of the number and nature of your 
allocations so far? 
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Mr. Straus. Then there are earmarkings to a total amount of 
$310,000,000. 

Mr. White, For how many cities? 

Mr. Straub. Seventy-seven, I am told. 

Mr. White. So that your progress so far affects the preliminary 
action of a total of 86 cities? Is that right? 

Mr. Sthaus. No, the 77 cities include those in which projects are 
covered by the 9 loan contracts. 

Mr. White. And that is the sum total for everything? 

Mr. Sthaus. That is correct. 

Mr. White, Let me ask you, Mr. Straus: You have had some trou- 
ble in your department, haven't you? 

Mr. Sthaus. Absolutely no trouble of any kind. 

Mr. White. Did you have a man there by the name of Walter 
Onslow, assigned to your agency from the P. W. A? 

Mr. Straus. Walter Onslow is connected, I believe, with the pub- 
licity department of the Interior Department. 

Mr. White. Wasn't he assigned from the P. W. A. to the Housing 
Administration? 

Mr. Sthaus. Nobody can be assigned from the P, W. A. to us. 

Mr. White. Now 

Mr. Stbaub. Let me answer you, please, A certain number of 
Fedeial employees were transferred at the same time the projects 
were transferred, the 51 P. W. A. projects. Mr. Onslow was not one 
of those employees, as I recall it. 

Mr. White. Mr. Onslow has not been on your pay roll, or working 
for you? 

Mr. Sthaus. Mr. Onslow assisted me for the first few days I was 
there, as a good many people in the P. W. A. Division did. Whether 
he was actually paid out of our funds for that, I do not know, 

Mr. White. Then he did work for you? 

Mr. Straus. Several of the*people there assisted me from time to 
time. 

Mr. White. How long was he with you? 

Mr. Straus. He was not with us at all. 

Mr. White. You just said that he did some work for you. 

Mr. Sthaub. Let us get this straight 

Mr. Ford. What has this to do with this question here? 

Mr. White, The question is, what are the reasons for the way ra 
which the original hill has been administered. 

Mr. Ford. It is nonsense. Let us get to the amendments at issue. 

Mr. White. I insist on asking these questions, because they are 
germane. 

Mr. Ford, They are not germane at all. 

Mr, White. They are germane to the way in which the original 
bill has been administered. 

Mr. Ford. You are just playing politics. 

Mr. White. No; you never heard me say a word about politics. 

Mr, McKeough, I move we adjourn. 

Mr. White. Let me conclude. I have two or three more ques- 
tions. 

Mr. GoLDSBOROUGH. Now, gentlemen, I do not have the slightest 
idea of what Mr, White has reference to. This, of course, is a matter 
involving the present condition of the country, in wbion we are all 
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interested, and I am sure we all feel that there are no personalities or 

folitica in it, and I am sure that we are trying to avoid those things, 
am not disposed to cut off Mr. White, and I think he is probably 
through with that line of examination. 

Mr. White. I have just two questions to ask along the same line, 
and I am not trying to lay any responsibility at Mr. Straus' door. 
What I am trying to find out is, without the bringing in of any ques- 
tion of politics, whether or not there has been any impediment laid 
in his way or if there has been any internal dissensioii that has been 
responsible for the fact that no such projects have been started, but 
if there has, I think that we ought to know it, 

Mr. McKeough. I think that that is purely a matter of personal 
opinion. I do not subscribe to the idea that there has been any 
delay, 

I move we adjourn. 

Mr. McGraneet. I second the motion. 

Mr. GoLDSBOROUGH. Plcase withhold that motion. 

Mr. McKeough. All right; I will withdraw it. 

Mr. White. Let me ask you about these other people, too. 

Mr. Straus. May I, in laimess, say that I really do not like the 
statement to go on the record that there has been delay. In my 
beUef, no other program anywhere has gotten under way as quickly 
as this. There were difficulties. There were obstacles, and the talk 
of all the obstacles is something that you cannot help, but which I 
think is one of the best features of the bill, and that is that it places 
the local responsibihtv upon the local authorities, which did not 
exist at the time this thing was taken over. We have had to educate 
those local authorities. They have had to educate themselves. 

Mr, KoppLEMANN. Would you say that that was the main cause 
of the total delay? 

Mr. Straus. 1 would say that it was. I cannot conceive of the 
word "delay" when a thing has been in existence less than 6 months, 
and when we have already contracted for these milhons of dollars, 
I do not think there has been any delay. 

Mr. White, Let me put my question this way: I have cooperated, 
as the members of the committee know, in the development of the 
original bill, and I have cooperated with this committee on a non- 
pohtical basis. I cooperated with the R, F. C and was the only 
member of the committee that got up on the floor of the House and 
said that it does what it says it will do, but I will say, on a non- 
pohtical basis, that there has been common talk of internal dissen- 
sion all over, and you cannot ignore that fact. 

Is there any substance to this talk of internal dissension, part of 
which is evidenced by this case of Mr. Onslow, and part of which is 
evidenced by the resignation of Farmer Murphy in the pubUcity 
division, and others who have been there. Has there been any 
internal dissension which you think has in any way impeded your 

Erogress, which is in any way responsible for the fact that we do not 
ave more projects in process of operation? 
Mr. Strattb. I think that that is a perfectly fair question, and I 
would hke to answer it by saying that there has been, and is, nothii^ 
resembling internal dissension. I would like to add that the speed 
with which we have achieved a smooth functioning and effective 
organization surpasses anything I have ever been able to see in any 
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private organizatioD of which I was a director or president. There is 
a degree of loyalty, of unanimity, of pulling togetner among our staff 
that I think would be a model for people anywhere in the country. 

I would like to show you the way they act. The biggest trouble 
that I have is in making them go home at night. They work until 
10 and 1 1 o'clock. 

Mr. White. You say that there is absolutly no dissension, and it 
has not impeded your progress? 

Mr. Straus. I say to you that we have and have had an oi^aniza- 
tion as smooth functioning as could be found anywhere. 

If you change that question and you ask, "Have you had complete 
success with every employee whom you have taken on since the time 

fou have been there?" — I would say that if I had that sort of ability, 
would be a good deal abler than I hope to be. 

Mr. McKeough. If you would be anything else, you would cer- 
tainly be a marvel. 

Mr. White. Was that question unfair to ask you? 

Mr. McKeough. I move that we adjourn. 

Mr. GoLDSBOROUGH. Please withhold that. 

Mr. White. If you want to go ahead, go. 

Mr. McKeough. If you would come m on time, a lot of this would 
be unnecessary. I have an appointment, and I have to leave. I am 
anxious to hear Mr. Straus, and I do not think he had completed his 
statement, and I presume that the Chair will call a meeting sometime 
in the future. 

Mr. Goldsborough. We can finish in a very few minutes. 

Mr. McKeodgh. I withdraw the motion. 

Mr. Goldsborough. You do not have anything further? 

Mr. White. No; that was a fair question and' answer. 

Mr. GoLDBBORODGH. I Want to get this over with, and resume our 
normal function. 

Now, gentlemen, it is 5 minutes of 12, and several members want 
to question Mr. Straus. Would it be agreeable for you to come back 
tomorrow morning, Mr. Straus? 

Mr. Straus. Surely, any time. 

Mr. Goldsborough. Mr. Keyserling, will you furnish the informa- 
tion which is desired by Mr. McKeough, Mr. Meeks, and Mr. Spence? 

Mr. White. I would like to have it for Ohio. 

Mr. Goldsborough. And Mr. Crawford, Mr. Transue, and Mr. 
Kopplemann? What they would like to have is that information in 
the mail tonight, so that they can have it for tomorrow morning's 
hearing. 

Mr. Keyserling. They will have aU of that information. 

Mr. Ford. Include California, too. 

Mr. Goldsborough. In other words, while we recognize the great 
importance of this measure, at the same time you might expedite it 
as far as it is humanly possible to do it; and we will adjourn until 
tomorrow morning at half past 10. 

(Thereupon, at 12 o'clock noon, an adjournment was taken until 
Friday mommg, April 29, 1938, at 10:30 o'clock.) 
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MONDAY, MAT 3, 1938 

HoDSE OP Representatives, 
Committee on Banking and Cdrhency, 

Washington, D. C. 
The committee met to resume consideration of H. R. 10417 at 
10:45 a. m., Hon Michael K. Reilly presiding. 

Other members of the committee present; Mr. Williams, Mr, 
Spence, Mr. Farley, Mr. Meeks, Mr. Koppleraann, Mr. Ford, Mr. 
Brown, Mr. Patman, Mr. McKeough, Mr. Transue, Mr. Gilford, 
Mr. Luce, Mr. Crawford, and Mr. Gamble. 

Mr. Reilly. The committee will come to order. 
Mr. Straus, you may proceed. 

STATEMENT OF HON. NATHAN STRAUS, ADMINBTBATOB OF 
UNITED STATES HOUSING AUTHORITY 

Mr. Straus. Mr. Chairman, before I refer to the map over here, 
to which I would like to call your attention, I would like to get 
something on the record which seems to me of importance in view of 
the testimony the other day. I am afraid that I failed to make one 
thing plain, and I think that it is in the interest of the bill itself, as 
well as in the interest of your understanding of the amendments 
that we are seeking, that I snould make this plain. 

I refer to the matter of tax exemption which is used in this program, 
local tax exemption, and the point that I am trying to make is that 
the contention that tax exemption of a project does not constitute a 
local contribution is not a tenable position, and I would like to state 
exactly why that is so. 

Mr, Reilly. Pardon an interruption for just a moment. There 
are two phases of that tax exemption. \\'here a city gets a housing 
project, the amount of the tax received is nowhere equal to what would 
be reflected on the complete project. That is the thing that I think 
Mr. Goldsborough had in mind, and the committee had information 
a year ago that many of these slum-clearance projects were a loss to 
the city. They got nothing out of them. 

Mr. Straus. Mr. Chairman, I am glad to answer that to the best 
of my ability, as well as any questions that the committee may put to 
me, but I would like to have the privilege, because of the importance 
of this matter, of completing the statement that I had just begun, and 
it won't take over 5 or 6 mmutes. Is that all right? 

Mr. Reilly. Go ahead. 

Mr. Straus. The explanation of this question of tax exemption is 
important, because it must be right, as far as I am concerned, anyhow. 
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I have distributed to you this morning a meTnoFandum entitled "Tar 
exemption can and should be counted as a local contribution in th& 
amount which would normally be levied as a tax." 

{The memorandum referred to is exhibit IV which is set forth as 
follows :) 

Exhibit IV 

Tax exemption can and should be counted as a local contribution In the amount 
which would normally be levied ae a tax, for the following reasons: 

First. Because the United States Housing Act expressly permits tax exemption 
to be counted as a local annual contribution (sec. 10 (a)). 

Second. Because, in the absence of State constitutional or statutory provisions, 
these projects would be subject to local taxation, since they are locally owned and 
are not federally owned as in the case of a Federal post office where the property 
would be automatically exempt from local taxes: Since the projects are not 
Federal projects, but are locally owned, some voluntary, positive step is necessary 
if these projects are to be exempt from taxation. In the absence of any consti- 
tutional or statutory provision, these projects would be subject to taxation. It 
must be remembered that there is nothing inherent in public projects which 
makes them exempt from taxation. Tax exemption is always a matter of privilege 
and not B, matter of right. Thus, there are four States where the housing lawa 
do not expressly grant tax exemption, with the result the projects are recognised 
as being subject to normal real-estate taxes. In other words, it is optional with 
the State either to grant or withhold tax exemption. Public housing projects- 
are subject to taxation unless they are expressly exempted by State law, consti- 
tutional or statutory. 

Third. Because in most of the State housing laws, the local housing authorities 
and the cities are authorized to fix, or enter into contracts for, payments b^ the 
local authority to the city for services in lieu of taxes: While tax exemption is 
granted, these State lawa permit the local authority and the city to require pay- 
ments in substitution for taxes on the projects. In computing the annual value 
of tax exemption, the United States Housing Authority only gives credit for the 
difference between the normal taxes which would be charged and any payments 
to be made for services. In most cases no payments are made in lieu of taxes 
for such services, and in all cases the payments are limited to a very smalt sum 
which does not exceed 5 percent of the shelter rent on the project. The localities 
contract over the entire life of the project not to charge for regular municipal 
services which they are to furnish and which cost the localities large sums. 

Fourth. Because tax exemption is just as effective a method of getting low 
rentals as cash contributions to meet part of operating expenses or debt service: 
In the absence of tax exemption, the taxes on a project would be a charge which 
would have to be met from rentals or from cash subsidies, just like operat ng 
expenses. If tax exemption were not granted, the Federal subsidies would have to- 
be higher or the rents would be much higher. Cities throughout the country 
have found that tax exemption was the only feasible way to provide local annual 
contributions in the substantial amounts which (together with the Federal con- 
tributions) are necessary to achieve low rentals that stum dwellers can afford. 
Cities have been unable to provide cash contributions because of their financial 
condition and constitutional and statutory debt limitations. Tax exemption as a. 
contribution is both legaUy feasible and practically effective in getting low rents. 

Fifth. Because taxes are now being collected from the sites to be used for the 

firojects and because taxes are being collected (as part of their rent) from the 
amilies who are to inhabit the project: A vacant or sparsely settled site may pay a 
very small tax and, correspondingly, it wilt require relatively few municipal serv- 
ices. When this site is improved, the property and its occupants will naturaily 
require a substantially increased amount of municipal services. Correspondingly, 
State laws invariably provide that such improved properties are taxed at a higher 
rate than vacant land — a rate which is based on its assessed value. These taxes 
are borne (as part of their rent) by the families who occupy the property. When 
a public housing project is constructed upon a vacant or sparsely settled site, 
the families w*ho formerly lived in taxed properties will continue to be furnished 
with municipal services, even though they now live in a project which is exempt 
from taxation. In short, the city is making a real contribution through tax 
exemption, for it must furnish, and pay the cost of, municipal services without 
receiving any taxes from the project or its occupants. 
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Sixth. Because tlie proper method of determining the value of t&x exemption is 
to ascertain the tax which would be charged against the project on the baais of 
current laws and practices, in the absence of a specific grant of tax exemption: 
Thus, in the case of five limited-dividend project* originally financed by the 
Public Works Administration, the average tax now being charged and collected by 
the localities amounts to S2.09 per room per month. If a limited-dividend project 
were to be acquired by a local housing authority and devoted to low-rent housing; 
purposes with the benefit of Federal annual contributions, it would certainly not 
be contended that the value of tax exemption was any less than this amount which 
is now being collected as a tax from these projects. If these taxes were being 
waived or remitted, the fair measure of the local contribution would be the amount 
of the taxes now being charged on these limited-dividend projects. In the same 
way, the fair measure of the local contribution representea by the tax exemption 
of a public housing project is the amount of the taxes which would be levied on 
both the land and buildings constructed.- 

Oeneral eitmmary. — Thi " '^ ■ "■ ■ ■■ 

project, is in the dual pos .... . ^___ ,^ ^ 

ment loans and (6) a Government agency interested in the social objective )f low 
rentals with respect to its annual contributions. Insofar as United States Housing 
Authority loans are made to projects, these project* are in exactly the same posi- 
tion as projects financed by the Reconstruction Finance Corporation or insured 
by the Federal Housing Administration. The Federal Housing Administration 
projects and the Reconstruction Finance Corporation railroad and other projects 
are subject to local taxes notwithstanding Federal loans. Housing projects aided 
by United States Housing Authority loans would also be subject to such taxes 
unless tax exemption were conferred by the State as a local contribution or subsidy. 

If projects were aided only by loan from the United States Housing Authority 
with no Federal or local annual contributions or subsidies, the rentals would be 
clearly beyond the reach of the low-income families living under slum conditions. 
The purpose of Federal and local annual contributions or subsidies is to make up 
the difference between the economic rent which would be charged in the project 
to meet operating; expenses and debt service (including taxes) and the social 
rent which these low-income families can afford. Just as the Federal Govern- 
ment makes its annual contribution or subsidy in the form of cash to meet part 
of the annual charges on the project (and thus reduces rentals) so the local Gov- 
ernment makes its annual contribution or subsidy in the form of remission of 
normal annual tax charges (and thus reduces rent^). 

In England a local annual cash contribution is made, but full local taxes are 
collected from the project with the result that the local taxes collected from the 
project substantially exceed the local cash contributions. In America, the local 
contribution in the form of tax exemption will therefore represent a substantially 
higher local contribution then that obtained in England. Moreover, tax exemp- 
tion is the only fesaible means in America of obtaining the necessary continuing 
local donations in suflicient amount to assure low rentals. 

The points that I want to make in that connection are fourfold, and 
I can state the whole four in 5 or 6 minutes. 

First of all, the c^uestion as to whether tax exemption constitutes a 
local contribution is not something which is before you gentlemen 
today officially to determine. You made that determination in sec- 
tion 10 (a) of the act, which expressly permits tax exemption to be 
counted as a local annual contribution, 

Mr. Williams. That would not keep us from changing it if that 
privilege has been abused, in our opinion. 

Mr. Sthaob. Surely, I merely wanted to point out that it is not a 
precedent under the legislation that I am seeking. 

Second, in the absence of State constitutional or statutory provisions 
all projects would be subject to local taxation, since they are locaDy 
owned and are not Federally owned projects. Federal property, of 
course, is automatically exempt from taxation. These projects are 
only exempted in each case by specific State legislation, enablmg legis- 
lation confirmed by specific local action. That is, it is optional with 
the people in each State. 
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Third, under most of the State housing laws, the local housing 
authorities and the cities are authorized to enter into contracts for 
payments by the local authority to the city for 8er\'ices in lieu of taxes, 
and in several cities we are making those payments for services in lieu 
of taxes; not to the whole amount of what the tax would be, but some 
small proportion in the individual cases. 

Mr. Spence. For what services? 

Mr. Sthads. Services rendered in return for taxes — schools, street 
maintenance, police, fire — payments in lieu of taxes. 

Now, most important of all is the fourth, and it is one on which I 
misspoke myself the other day. The question was asked by one of 
you gentlemen as to why one of these housing projects should not be 
considered exactly like an armory, I believe it was, something auto- 
matically tax-exempt. Gentlemen, it seems to me that the analogy 
is not with an armory, but more directly with some sort of a project 
financed by a loan of Federal funds as this one is. 

Let me pick a specific one. One of you gentlemen is in business in 
a State, and you borrow from the Federal Government through the 
R. F. C— ^you secure a loan to build a new plant for your business. 
That plant, when completed, is put on the tax roll and is assessed at 
its full value by the local tax assessors. Those taxes are locally col- 
lected. 

Now, surely if those taxes were not collected, that would constitute 
a contribution by the locality in the exact amount by which the taxes 
which would have been assessed and collected are remitted. That is 
a local annual contribution. 

Mr. Ford. Permit me to interject a question there. 

Mr. Straus. Yes, sir. 

Mr. Ford. The Government, however, would not be putting up 
each year 3li percent of the amount of its loan to help repay it. 

Mr. Straus. That is quite true; in the case of the private project 
financed by the Government loan, there is neither the United States 
subsidy nor is there the local subsidy, and that is where a housing 
project of this kind, to rehouse slum dwellers, differs from the private 
undertaking, in that it has both subsidies. 

Mr. Ford. Another observation 

Mr. Straus. Go ahead. 

Mr. Ford. Among the arguments made before this committee 
when this bill was originally proposed was the fact that cleaning up 
of the slums would help the cities of a large amount of expense, in 
the way of sanitary, police, and other services, because of the better 
situation there, would require less pohcing both from the health and 
the police standpoints, and that therefore for that reason the cities 
ought to make a contribution, because the governments of those 
cities were actually relieved of a burden. 

That is the philosophy that has been adopted by the Housing 
Authority — isn't that true? 

Mr. Straus. I think it is, sir. 

Mr. Ford. What I am a little bit afraid of in connection with these 
amendments is that you are asking that the original 10 percent be 
waived, and that the contribution of the city, or of the local housing 
authority be confined to the remission of taxes and such other s 
as will be accepted in lieu of taxes. Isn't that correct? 

Mr. Straus. That is absolutely correct. 
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Mr. Ford. Let us take a propostion of a miliion dollars. Presum- 
ably the local authority puts up $100,000, or supplies the land 

Mr. Straus. Are you referring to the existing statute, or to the 
amendments? 

Mr, Ford. 1 am referring to the existing statute. 

Mr. Straus. Go ahead. 

Mr. Ford. We ail know that that $100,000 property that the 
Authority buys would probably not sell in the market for much more 
than $50,000, We all know, for instance 

Mr. Straus. May I interrupt you? 

I do not know on what plea you beheve I would accept a piece of 
property which the community claimed was worth $100,000 if it was 
only worth $99,000, we will say. My appraisers could find that out- 
Mr. Ford. How would they find it out, if the local authority buys 
a piece of property? 

Mr. Straus. Every purchase is reviewed by our land division, and 
checked item by item, 

Mr, Ford, But they submit to you that they pay $100,000. 

Mr. Straus. Recently, or a long time ago? 

Mr. Ford. Right now. 

Mr. Straus, If they paid $100,000, it must be worth $100,000, and 
if they paid too much, on account of the fact that it did not have that 
value 

Mr. Reilly (interposing). In other words, you approve the pur- 
chase price? 

Mr, Straus, Yes, sir, 

Mr. Reilly. And you will not put any building up if they paid an 
outrageous price for the land? 

Mr. Straus. We won't approve the purchase of any land, unless 
we think that the price is fair and reasonable, and unless I am con- 
vinced it is so, I will hold it up. I am holding up a few now. 

Mr, Ford. That is what I am trying to find out, if that policy 
exists, and if that has not been equally true heretofore. 

Mr. Straus, I know nothing about what went on before, I have 
no reason to believe that there was any other policy, but I do know 
that we have a land division that is as scrupulous as it can be in seeing 
that there are 100 cents of value on every piece of property bought, 
and we would not permit land to be bought on any other basis. 

Mr. Williams, What relation would the land value bear to the 
finished project, as a rule? 

Mr, Straus, That depends. If in the slums it amounts to about 
twice as great a proportion of the finished project as it does if the 
project is on vacant land, where the land is a relatively small factor. 

Mr. Ford. I am trying to develop a complete thought, 

Mr. Straus. I beg your pardon. It was my fault. 

Mr. Ford. Then we will say that that is the case, that you take 
over a piece of property that is submitted to you, on which a building 
is to go. 

Mr. Straus. Yes, sir. 

Mr. FoBD. My thought is this, that no amount of tax remission or 
exemption should be idlowed in excess of the actual taxes that the 
property was paying at the time it was purchased, as part of this pay- 
ment, because I do not believe that where the Government is putting 
up d% percent of the total to be paid over the 50 or 60 years, and since 
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that 3K percent will practically pay the amortization of the interest 
on it, that you ought to allow them any tax remission on taxes that 
would accumulate after the building has been constructed. 

That is my view. 

Mr. Reilly. In other words, the only contribution of the munici- 
pahty that should be considered is what the municipahty got out of 
that land before the project. 

Mr. FoHD. Exactly. 

Mr. Williams. That is the reason that I asked for the relative value 
of it. 

Mr. Straus. The only comment I can make on that is that if that 
is taken aa the measure of the local contribution, you are either going 
to have to provide higher Federal subsidies, or you are going to have 
to completely revise your act, or, as a last possibihty, you won't 
rehouse slum dwellers. 

I am not in any way discussing the theory of whether you are wroi^ 
or right. Personally I do not wholly agree with that theory. I think 
that when the municipality is furnishing school service, road service, 
fire protection, police protection for a project housing 5,000 people, 
for which it otherwise would collect t^xes, if it remits those taxes it 
certainly is a contribution. 

But let us disregard that completely, and assume 

Mr. Ford. It has been supplying all of those beforehand. 

Mr. Straus. I beg your pardon. That is exactly the point. It 
has been supplying those services beforehand, you say. Tliat state- 
ment is correct if you insert the word "not." It was not supplying 
those services beforehand, because in that localitv where you are 
building the project you are housing a certain numoer of adults and 
children, and the municipality has not been supplying those services 
for those people beforehand. That is the whole theory 

Mr. Williams. Do you mean to say that the municipalities have 
not been furnishing streets and schools to the people within their 
borders? 

Mr. Straus. They have not been furnishing streets, schools, and 
fire protection that obviously goes with these projects, unless the 
project is one that happens to be built for an equal number of people 
or an equal number of chOdren. 

Mr. Williams. It is your theory that the Federal Government 
should render those public services to the locality, is it? 

Mr. Straus. No, sir; just the opposite; that the locality should 
render tax services free to those projects as its contribution. That is 
all. 

Mr. Williams. I come back to my question, and will you answer it? 
What is the relative, proportionate value of the land as compared to 
the value of the finished project? 

Mr. Straus. Mr. Keyserhng, have you any statistical information 
as to the relative cost of the land? 

Wait a minute; I have it here. 

Mr. pATMAN. May I suggest that you consider this, that in some 
States there are certain exemptions of, say, $3,000 or $5,000, on the 
homes and on the apartments owned by the occupant? 

So that in cases where they have tax exemptions, the city could not 
claim that is a contribution, because it is tax exempt to a certain limit. 

Mr. Straus. I can answer the question that you asked. I have 
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several illustrations of that here. The most intereRting one is the 
city of Charleston, S. C, where they have a alum-land project and a 
pi-oject built on vacant land. In the case of the slum project, the 
value per dwelling unit of the land is $1,375; that is per dwelling unit, 
for the land. 

Mr. KoppLEMANN. When you say per dwelling, you mean 

Mr. Straus (interposing). Per family, $1,375. 

In that same city, not many blocks away, is a project on vacant 
land, and the cost of the land per dwelling unit is $261. 

Now, gentlemen, that is why it is often wiser to build on vacant 
land than it is to rebuild in the slums — not always, but it ia often wise 
to consider it, because the total burden, the cost to the Federal Gov- 
emmeut, is loss, and because you are able to rehouse the people just 
as well at a much lower figure. 

Mr. KoppLEMANN. Then, of course, what do you do in connection 
with the statement often raised that if you do not eliminate a dwelling, 
you have no right to put one up, because of the competition with those 
who own property and who rent it? 

Mr. Straus. The answer to that ia that you have a wise provision 
in your act, and which so far as I know we are meticulously observing, 
that where a project ia built on land which ia vacant or partly vacant, 
we must have assurances in the form of an ironclad contract with the 
municipality that for every new building erected, a slum dwelling 
unit will be demolished or closed up. 

Mr. Luce. Was that observed in South Boston? 

Mr. Straus. We have never had a project in Boston. There is no 
l^islation which would enable us to have a project in Massachusetts. 

Mr. Luce. They have been fiddling over a project in South Boston 
for some years, and that was also to clear out the slums, but they took 
vacant land instead. 

Mr. Straus. That was a P. W. A. project built under the Secretary 
of the Interior, Under the old P. W, A. statute. I had nothing to do 
with it, and I think it was a wise provision of Congress, lareely due to 
this committee that as a result of the various things learned by experi- 
ence, and we all learn by experience, we should do certain things. The 
statute of which I am administrator provides that there must be 
provision for elimination of a number of slum dwelling units equivalent 
in each instance to the number of new dwellings erected; and I want 
to repeat, and I hope you will pardon me for doing so, that we have 
scrupulously and meticulously observed that provision of the statute, 
and that provision for equivalent demolition, as we call it and as you 
called it in the act is inserted in every loan contract that we make. 

Mr. GippOBD. I assume that you have inherited that project, have 
you not? 

Mr. Straus. I cannot hear you. 

Mr. GiFPOHD. Are you not being sued by the people who abandoned 
land that was supposed to have been taken, because they did not 
build that project on that land? 

Mr. Straus. I do not want to plead ignorance, but I do not know 
what suit or community you are talking about. 

Mr. GiFFORD. South Boston. 

Mr. Steads. I do not know of any suit in South Boston, hut I would 
not want to testify formally here that there is no such suit. I am 
operating today in 48 States, and I do not know every single one of t 
many suits, nor carry them in my head. 
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Mr. GiFFOBD. Was it not assumed in that case tJiat that property 
would be demohshed, and the people moved off, and they are now 
suing you and recovering, because they abandoed that property? 

Mr. Straus. Mr. Congressman, I would like to answer you just as. 
plainly as I know how, and I came today armed with a lot of things on 
various subjects. I did not come armed with information as to the 
suits respecting each one of the 51 Federal P. W. A. projects which I 
inherited and which I am endeavoring to manage. Maybe our counsel 
can tell me. Give me a minute. 

Counsel says, and he carries most of these things in his head, that he 
believes there was such a suit instituted before the United States 
Housing Authority came into existence. He does not know whether it 
has been actually abandoned, or whether it has been settled, but it has 
no relation, directly or indirectly, with the program or the amend- 
ments we are discussing here this morning. 

Mr. GiFFOHD. It seems to me that we did not need to have an experi- 
ence of that kind in order to bring about the meticulous performance 
that you refer to at the present time. That ought to have been fore- 
seen, and what was done there was unnecessary and it should not have 
been. The people there abandoned their homes, and now we are 
paying for the suits. 

Mr. Reilly. I want to ask you this question. You say that you 
have followed the demolition idea. 

Mr. Straus. May I answer that? 

Mr. Reilly. Our understanding is, and it was testified before the 
committee last year, that many of these slum dwellings or dwelling 
units have several families. Then how can you demohsh, or how can 
you take care of those people by only building a relative number of 
units? 

Mr. Straus. May I answer your question secondly? 

The question raised over here was whether, under the old P. W. A. 
statute, the law had been observed in regard to an equivalent demo- 
lition of slum units. May I call your attention to the fact that there 
was no such provision in the old P. W. A. law? 

Now, as to the other point that has been raised, that is merely a 
question of mv not making myself clear. You say that if we de- 
molished a building in which four families are living, and we erect one 
in which only one family is living, how do we take care of the balance 
of the famihes? 

Mr. Reilly. Yes. 

Mr. Straus. The law as I interpret it does not refer at all to build- 
ings. It refers to families, or, as we use the term, dwelling units. 
If a building is demolished with four dwelling units, a slum building, 
then we are permitted to erect four new units, and that is the plan on 
which we are proceeding. Whether one family lives in a dwelling, or 
40 families, a dwelling unit is a family unit. 

Mr. GiFFORD. The people who are deprived 

Mr. Straus. I am awfully sorry, but I cannot hear you. 

Mr. GiFFORD. I speak very loud. 

Mr. McKeough. I cannot hear you. 

Mr. KoppLEMANN. I cannot hear you over here. 

Mr. GiFFORD. When you demohsh a building, you cannot in all 
cases make provisions for those particular people who are deprived 
of their homes, under your rules and regulations? 
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Mr. Straus. I think that we must rehouse slum dwellers in them. 

Mr. GiFFOHD. Do they not have to pass a strict examination, that 
they are capable of paying the amount of rent asked for in the new 
dwelling? 

Mr. Straus. You mean if the families were on relief? That is 
quite correct. 

Mr. GiPFORD. If you demolished the building, you would put the 
people out of a home. 

Mr. Straus. I do not know 

Mr. GiFFORD. Can you take care of the same people in the new 
construction? 

Mr, Straus. Congressman, I am glad to answer that question. 
We never put people out of anything that I would accept as a defini- 
tion of an American home, and we do not intend to. 

Mr. GiFFORD. I do not think that you are answering my question. 

Mr. Straus. It is the best answer that I can give you. 

Mr. GiFFORD. Do you not have rules and regulations that the 
people who were occupying those homes have to give assurance that 
they will be able to pay the rent? 

Mr. Straus. Right. 

Mr. GiFFORD. And you depend upon rehef to help them pay that 
rent? 

Mr. Straus. We do not. 

Mr. GiFFORD. Then how can you provide for all of the families 
that are dispossessed by the demolition of the building? 

Mr. Straus. Congressman, that is a perfectly reasonable question. 
How are we going to take care of the people living on relief in the 
slums of America with a figure today of $500,000,000, about sufficient 
to rehouse 100,000 families? There are 3,000,000 families in this 
country, gentlemen, today Uving in such circumstances — — 

Mr. GiFFORD. That is a general answer. 

Mr. Straus. It is the best answer that I can give as one of the 
oldest students of housing in this country, 

Mr. Kopplemann. I think that the witness ought to be permitted 
to answer in his own way. 

Mr. Straus. I do not know of any other answer, as a student of 
housing for a great many years. We will not do the rehousing that 
is necessary in America with $500,000,000. We will try to give a 
demonstration of what can be done to rehouse self-respecting American 
families with annual incomes of $600 to $1,000 a year and who are 
now compelled to live in loathsome slums and indecent homes. We 
are not solving the problem of relief in America, much less the problem 
of rehousing all of them. 

Mr. GiFPORD, I understand that, and if I have to speak out loud, 
it is not because I am impatient, but when you demoUsh four dwell- 
ing units, it follows that those particular four families ought to be 
provided for in the new units, and you cannot do that now? 

Mr. Straus. No, sir. 

Mr. Reilly. Certainly they can do it if they erect four new units. 

Mr. Straus. It means that if they are on relief we will not take 
them. 

Mr. Crawford. Isn't this true, that the act which this committee 
approved and passed provided that for each housing unit you built, 
there must be one demolished in the slums? 

Mr. Straus. Yes, sir. 
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Mr. Chawfobd. But it did not provide the situation around the 
other way — in other words, if there is a slum clearance here that 
dispossesses 100 famiUes, you are not obligated to build 100 units, 
are you? 

Mr. Straus. No. That is correct. 

Mr. CRAwrORD. In other words, you put in your contract that for 
each new one you do build, they must demolish an old one? 

Mr. Straus. That is correct, 

Mr. Crawford. I think that there is an entirely different picture 
here, and, as you say, in your contracts you are providing that they 
must demolish one unit for every unit you build, but that is not 
intended at all to provide for the 100 families that might be dispos- 
sessed, where they live four or five families in one home, through the 
destruction of bmldings in slum clearance. • 

Mr. Straus. It is not specifically provided in the act, although, in 
general, tlio difficulty is rather on the other foot. There is no difficulty 
m doing the building. Sometimes you have some argument as to the 
ability of the municipality to achieve the equivalent demoUtion, to 
take as many down. lou see, living with this act, as we do, day after 
day, we see it so differently than we do in a discussion of this kind; 
we see these muncipalities, with the pitiful overcrowding in these slum 
districts, clamoring for places for people to go. They do not worry, 
like the Congressman over here, as to whether that one particular 
family is going to be in one particular unit. They see these human 
beings in crowded buildings, 30, 40, and 80 years old, without light, 
without air, not in compliance with existing statutes, but they are not 
closed up. Why? In New York, Chicago, Boston, Detroit, any city 
that you want to name, they are not closed up because there ia no 
place for those people to go, and those are the conditions today in most 
of the cities in this country. 

Mr. GiFFORD. My anxiety 

Mr. Straus. I am sorry, but I cannot hear you, Congressman, 

Mr. GiFFORD. Well, never mind. 

Mr. Reilly. Proceed, Mr. Straus. 

Mr. Straus. So far as the points that I want to cover are concerned, 
I have covered most of them, but I have two more that I would like 
to emphasize. 

One is in respon"" to the question, or the criticism made the other 
day very courteously by some of you gentlemen, but, nevertheless, I 
could sense the atmosphere, as to why we have not gone faster, and 
I was sort of canvassing my mind on that over the week end. 

Now, most of these local authorities are pretty new, are pretty 
inexperienced. They have been working with us, coming here, and 
we have been sending out people, going over the plans, gomg over the 
speciii cations, with a view to cutting down costs 

Mr, Patman. What do you mean by cost? 

Mr, Straus. The cost of construction, 

Mr, Patman. Not the cost of administration? 

Mr. Straus. Well, that plays, of course, directly into the cost of 
administration, because sometimes it is cheaper to put up a little 
better kind of construction, if you can do it within the terms of the 
act, so that you may keep down administration and maintenance, and 
that is exactiy the tning that those people ask, that we must plan and 
counterplan for. We are constantly working to find out what the 
minimum that can be done is. 
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You gentlemen know that in thia country our standards are much 
higher than abroad. One of the reasons why the housing programs 
abroad have done so much is because they ask much less. I have in- 
spected a good many of those projects in Sweden, Holland, Germany, 
England, and one in Scotland, and they ask much less than we do. 
The rooms are smaller, and the service required is less. But we have 
been trying to adapt American ideas of what is a minimimi in the 
matter of light, sunshine, hot running water, and we have done some 
pretty drastic things. We have set as the smallest livii^ room that 
we will allow in one of these projects not 250 feet or 300 feet, but after 
an immense amount of argument, these have been set, and that is the 
limit in the first five projects — the minimum we will allow is 15 by 10, 
or 150 square feet, a very small room for a living room, butif you want 
to get within the cost, you have to do it. The average on the first 
four projects is 169 square feet. 

Mr. McKeouqh. For what sized family? 

Mr. Straus. That is the minimum that we allow for any family. 
On the contrarvj if the projects are for lai^er families, the tendency is 
to have them bigger, but we won't have them below those require- 
ments. 

Mr. Patman. Define "family." A family may consist of one pre- 

Mr. Straus. No, sir. 

Mr. Patman. What is your definition of the word "family?" 

Mr. Stradb. I would like to go to Webster on that. I thought a 
family consists of at least two people. But you have an admimstra- 
tor who is wise in many things, but he would not attempt to sub- 
stitute himself for a dictionary. I do not think one person is a family. 

Mr. Patman. One person can keep a homestead in some States. 

Mr. Steads. I do not know. We have not rehoused any family 
consisting of one person. Does the Congressman think we should 
have that in the statute? 

Mr. Patman. I am not insisting on it. I am asking for information. 

Mr. Stbads. I think the Congressman knows better than I do as 
to that. 

On our. main bedroom, we allowed them to get down to 120 square 
feet, and the average is 126 on the first few projects. On secondary 
bedrooms, we allowed them to get down to 96 square feet in our exist- 
ing project, and we will allow them to go down to 90. On third bed- 
rooms, we allow them to go down to 85 square feet. To emphasize 
how close we are cutting there, that is less than the New York City 
law would allow, but we believe it is sound, so that people who live in 
these projects financed with the national subsidy and the local sub- 
sidy should have the minimum of human decencies, but should not be 
rehoused in a manner with all of the conveniences and all of the ex- 
travagances of people who are rehoused without a subsidy. 

I am a firm believer in that principle. 

Mr. Crawford. May I ask you a question there? 

In other words, that &-by-10}^ room will accommodate, with some 
decency, a double-sized bed, small table, dresser, and chifforobe? 

Mr. Straus. Yes. 

Mr. McKeough. How do you get into a bedroom of that kind?' 
With a shoehorn? 
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Mr. Straus. Wait a minute. You may think that that is funny. 
Some of our technical staff are working on just that kind of thii^, 
and now they are erecting a compo-board model, so that the Admin- 
istrator himself can be convinced on that. That sounds like a funny 
question, but it is not. 

Mr. Crawford. If you made those rooms any larger than that, 
and built on downtown property, where the slums are really located, 
and where the fellow is close to his work, you would certainly not be 
able to keep within the cost limits that we have set. 

Mr. Straus. No. 

Mr. Crawford. In other words, you have built as small a room as 
cost will permit you to build? 

Mr. Straus. That is correct. 

Mr. Crawford. And at the same time based on the actual experi- 
ence of hving, 

I happen to be one of those that is not accustomed to a 20 by 40 
bedroom myself, but, based on actual living conditions, I know that 
you can do pretty well in a bedroom 8 by IOJ2, or 8 by 12, or 10 by 12. 

Mr. Straus. That is correct, 

Mr. Crawford. You have demonstrated it, have you not? 

Mr. Straus. We are working on that theory, and I hope that I 
will come back ne.\t year and tell you that I have demonstrated it, 

Mr. Crawford. I think that the size you have outlined here is 
amply large. 

Mr. Straus. You do? 

Mr. Crawford. For these families; and I do not think that they 
are any too large. 

Mr. Straus. All right. 

Mr. Ford. You made some comment upon what they are doing in 
England. Am I correct when I say that Britain inaugurated her 
program about 20 years ago? 

Mr. Straus. I can tell you exactly. The war was over in 1918, 
and that is when they began. 

Mr. Ford. What is the town where Lady Godiva is supposed to 
have ridden? 

Mr. Straus. She rode through Coventry. But I was not there, 
(Laughter.) 

Mr. Ford. I looked at their housing project there in 1927, and 
looked it over carefully. Of course, if we built like they build, we 
could do it in this country for about $2,220 a unit; that would be our 
cost here, comparable to what they did there. They have about solved 
half of their slum problem, or maybe 40 percent, in that period, so 
that I am not expecting that we are going to solve our slum problem 
in 6 months or 6 years. If we do it in 20 or 30 years, that will be 
more like it. 

Of course, over there they do not have the rigid municipal and State 
regulations on health that we have here. Their houses are comforta- 
ble, but they are not comparable in any way to what we build in this 
country, so that our program will cost relatively twice as much as 
theirs will. 

Of course, I am in sympathy with the slum-clearance program, car- 
ried out over a reasonable number of yeai-s, but we cannot do it in 
6 months or 6 years, or in 10 years, and I think that the pro\-ision of 
law that says that you must demolish for eveiy unit that is built is 
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wiae. I always have thought that, not because of the angle that comes 
into the question from a real estate point of view, but because we want 
to get rid of a bad situation. 

But the original bill did not call for any contribution by the local 
authorities, did it? 

Mr. Straus, No, sir, it did not. 

Mr. Ford. For that reason I would oppose it, and I am still inclined 
to oppose leaving off the original contribution. That is a frank state- 
ment of how I feel about it. 

Mr. Straus. Of course, the present bill does not require a contri- 
bution like that. It requires merely that part of the funds shall be 
raised as a local loan, distinguished from the bulk of the funds, which 
are raised by Federal loan. 

Mr. Ford. Nevertheless, it is a local contribution. 

Mr. Straus. Excuse me. Even there I do not want to fence with 
words with you, but actually, as I tried to explain to the committee 
the first day, you could go to a group of bankers without any local 
intervention and get this 10 percent of the bonds underwritten and 
sold, if I were wilhn^ to give the bankers in regard to those bonds cer- 
tain preferences, which I am not willing to give them, and therefore 
the alleged removal of an obligation on the localities, of enabling us 
to loan exactly 100 percent, is not really relieving the localities of 
anything substantial, 

I like to look at the thing in this phase: I like to compel the localites 
to put up what they can m the way of local tax exemption, which I 
regard as best of all available methods today, not the ideal one, for 
local contribution, and to insist upon that to the utmost, but not 
to dwell too much on the importance of allowing us to loan only 90 
percent in the belief that the raising of the other 10 percent places 
any burden on anybody, other than it is a little cumbersome and is 
to a certahi extent slowing up the program. 

Mr. KoppLEMANN. Decidedly so. 

Mr. Ford. I do not know that it will. 

Mr. Straus, That is for you gentlemen. I just want to answer 
questions. I do not want to attempt to influence your judgment. 

Mr. KoppLEMANN. Mr. Straus, there is some question in the minds 
of some people, and for the purpose of the record I wish you would 
devote a minute or two to defiomg what kind of families are eligible 
for these low-cost tenancies, having in mind the people who are 
economically situated so that they cannot afford to rent the places 
that are available as furnished from private owners. 

Mr. Straus. Congressman, I am very glad that you asked that, 
because it has been neglect on our part not to bring it up. 

Under the terms of the act, occupants of these new buildings which 
are erected are limited to families whose incomes are not more than 
five times the amoilnt of the rental, except in exceptional cases of 
lar^e families, which are defined in the act, where the income may be 
six times the annual rental. 

Now, that is a specific provision of the act, which limits it roughly 
to families having incomes between $600 and perhaps $1,000 a year. 
Maybe in some of the big cities you might go up to $1,200, but not 
over that. 
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Mr. Reilly. Would that include the Government subsidy also? 

Mr. Straus. That takes into consideration the present plan of 
Government and local subsidies. If you did not have the subsidies, 
the rentals would take care of families having incomes between 
$1,800 and $3,000 a year, and that is why you have not got more 
private building in this country; that is the nub of the whole problem, 
that 80 percent of the American urban families pay less than $30 a 
month rent, and 80 percent of the new building is for families who pay 
more than $30 a month rent. 

You can have pages and pages of discussion on the housing problem, 
but that is the whole thing in a nut shell, and that is what these require- 
ments will be if any change is made in the subsidy provisions. 

Mr. Patman. As I understand this proposed bill, it is a part of the 
Administration's policy to speed spending, or the speeding of the 
spendii^ policy, I guess you would call it, and I am in accord with it. 
I think that the lowering of the reserve requirements of the banks, 
desteriUzation of gold, and this housing program will atop this depres- 
sion; I believe it will. 

Now, I would like to ask the witness if in his opinion these amend- 
ments are absolutely necessary in order to expedite this program and 
put this money in circulation at the earliest possible time. 

Mr. Straus. The amendments are not necessary in order to enable 
the United States Housing Authority to do its job of rehousing a 
certain number of slum dwellers over the next 5 years in accord with 
the intent and the wording of the act. The amendments are neces- 
sary — they are absolutely necessary if any substantial amount of 
that construction is to get under way in tliis calendar year. 

Mr. Patman. In other words, this is a speeding of the program? 

Mr. Stbaus. Yes, sir. 

Mr. Patman, And to force money into the channels of trade and 
distribution at the earliest possible date? 

Mr. Stbaus. Yes, sir; exactly. 

Mr. Patman. Understanding it that way, I am in hearty accord 
with the amendments, and I hope that the bill will be favorably 
reported. 

Mr. Straus. Thank you, sir. 

Mr. Reilly. Mr. Meeks has a question. 

Mr. Meeks. Mr. Straus, the last day you were here, we had a 
little discussion about conditions in Illinois, as you recall. 

Mr. Straus. Yes, sir; I do. 

Mr. Meeks. That afternoon I had a talk with Governor Homer of 
Illinois on the telephone, in which we discussed the situation, and he 
informed me that ne believed that the problems that we had could 
be worked out and were in a fair way of being solved. He followed 
that up with tliis telegram, which I will read for the record and your 
information: 

Springfield, III., April $8, 1938. 
Hon. James A. Meeks, 

House of Representatives, Washington, D. C: 

The President of the United States, the United States Housing Authority, and 
I have endeavored for some time by personal discussion and correspondence to 
find a way for our local housing authorities to qualify for Federal aid for public 
low rental housing projects within our State constitutional limitations. I am 
now informed that the necessary legislation has been agreed upon, acceptable to 
the United States Housing Authority. Although I have not had an opportunity 
to study its provisions, in the call for a special session, which probably will be 
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convened shortly, 1 intend to include this subject, and it is my hope that we can 
enact constitutional legislation which will permit our communities to receive 
Federal aid for this purpose. 

That is signed by Henry Homer, Governor. 

Now, is tnat in accord with your understanding? 

Mr. Straus. It is in accordance with my understanding as late 
as this morning, when counsel who is sitting next to me told me of a 
telephone conversation which indicates that a means has been found 
to bring Illinois into line with her sister States by means of the enact- 
ment of a simple statute and without constitutional amendment. 

Gentlemen, before you go, may I have a minute at this map? 

Mr. KoppLEMANN. May I ask you one single question? Under 
this amendment, with your knowledge of the situation in my State of 
Connecticut, will we be able to facilitate our efforts in Connecticut 
for these low-cost houses? 

Mr. Straus. I think it will help you; yes. 

Mr. Meeks. The Governor informed me by telephone that he 
expects to call a special session during this month of May. 

Mr. Straus. That is swell. 

Gentlemen, what I would Uke to point out, if you can see this 
■chart, is that it shows you our trend. (Exhibit V.) 

I took office on November 1. These are the months [indicating], 
and these are the amounts lindicating]. The first actual earmarking 
was made December 10, Then we got to there [indicating on map], 
and then we get to a flat line, because we did not have the official 
approval of the Attorney General that we were allowed to earmark 
our last 200 miUions. Up to that time we had done it only on the 
first 300 millions, and unless you gentlemen put through this amend- 
ment, we cannot touch that money until a year from next July. 

Here (indicating on chart] we began to earmark out of the final 200 
millions, and this line [indicating] is going straight up. On the other 
hand, loan contracts began later, and the first loan contract we actually 
executed was in the middle of March. There is another batch referred 
to here, 55 milHons. Then there was a batch in the middle of April 
for 52 miUions. The May batch will be in excess of 50 miUion dollars. 
I hope it win be nearer in excess of 60 miUions. Then the June batch 
will be about another 50 million, but unless we get these amendments, 
when we get to this point [indicating on chart], we will have to flatten 
out. If we only mfdie contracts for the first 300 million dollars, you 
win get only about 125 million dollars into circulation in this calendar 
year. That is why we want the amendment. 

The next thing, gentlemen, is here [indicatii^ a map showii^ status 
of housii^ activities under United States Housu^ Authority pri^ram, 
including existing legislation, housing authorities, earmarkings, and 
loan contracts). (E^ibit VI.) 

Excuse the American flag [an American flag was used on the 
map to designate the housing authorities which had obtained loan 
and annual contributions contracts]. We could not get any other 
kind of a flag to differentiate the projects. 

Mr. McKeouqh. Would you use any other? 

Mr. Straus. We would like to have plain- and blue- and yellow- 
colored fla^ instead of these pins. We are not trying to pin any 
American flags on the Authority — not that it does not deserve it. 
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The States with proper housing legislation are put in striped lines. 
The States with inadequate housing legislation, but with some legis- 
lation, have striped lines around the edges. 

Mr. Patman. I wonder if we can have this map placed in the 
record. 

Mr. Straus. Would you mind my talking about it for a minute? 

Mr. Patman. No; but I want it placed in the record, too. 

Mr. Sthaus. Can you get a colored thing like that in the record? 

Mr. Patman. Yes. 

Mr. Straus. Thank you, sir. The third thing is States that have 
no housing legislation. They are plain without any stripes. It is 
not too bad a picture for a short time, I think. 

Then we have the cities that have local housing authorities, but 
nevertheless have no projects or earmarkings. They are represented 
by a black dot. Then we have the cities with housing authorities 
which have received earmarkings. These are represented by a black 
dot with a circle around it. Finally we have the cities with housing 
authorities which have received loan and annual contributions con- 
tracts. These are represented by a black dot with two circles 
around it. 

Then there are the cities that have earmarkings, and the earmarking 
is not a gesture, as some people seem to think. An earmarking is a 
determination on our part, and the community's part, to make a con- 
tract as soon as we ca» get the details straightened out. So far it 
has been over 2 months between earmarkings and contracts, and I 
think I can promise you that our machinery is getting straightened 
out, and it will be nearer 2 weeks. 

Mr. Thansue. When do you think you will put pins on Michigan 
and Illinois to show actual contracts? 

Mr. Sthaus. Illinois you have heard about. As to Michigan, if 
thej will give us a statute that will enable us, that is, outside of De- 
troit, which has a splendid housing authority and I think will be in 
the next batch for a large loan — I say, as soon as we get that enabling 
legislation in Michigan, outside of Detroit, we will be ready to go 
ahead. 

The last thing here consists of the cities that have actual housing 
contracts. 

With reference to the distribution of cities that have earmarkings, 
and the cities that have contracts, I have been asked by different 
people in the last few days whether most of the money was not going 
to the big cities, and didn't that map prove it. I said no, that I did 
not think so. Two hours later, another man asked me whether that 
map did not prove that all of the money was going to the small cities. 
I said no. Another man, who was from the North, said that all the 
money was going into the South, and the last man, who is from the 
South, said that all the money was going to the North and West, 

I think that the variety of those questions proves the contention 
that I made when I spoke to the President, that this program should 
be and is distributed geographically throughout the entire country. 
It is distributed as quickly as the local authorities show that they are 
ready to proceed, and they are being mighty cooperative, and might 
eager, and I may say that we are having a new sort of chamber of com- 
merce. When I was a young man and used to travel around and meet 
with the chambers of commerce, they used to boast about their beauti* 
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ful parks, and their fine transportation facilities, their access to markets 
and the beauties of their cities. But now the chambers of com- 
merce come to us and boast of their terrible slums, that their slums are 
worse than these of their neighbors. 

Mr. Patman. Do you mean the United States Chamber of Com- 
merce? 

Mr. Straus. I do not know, but these localities will tell you that. 

Then the dbtribution is among new cities and old cities, lai^ cities 
and small cities, among cities having a population of from G% milhons 
down to 18,000, and the thing is geographically well concentrated in 
the East for the time being, but gradually going toward the West. 
We have had two projects started here [indicating Austin,- Tex., and 
New Orleans, La., on map] within the last few weeks. 

So that I believe that we are ready to go ahead, and if we go ahead 
with the enlarged powers and the additional moneys, which are not very 
great, you are going to see a real beginning ma(fe of rehousing of the 
people of America. 

Let me close, outside of answering any questions that may be asked, 
by saying that I do not for a mmute think that all of our problems of 
rehousing are going to be solved by this, but I do believe, as the 
Congressman here said, referring to the foreign experience, that we are 
going to make a dent in rehousing American families receiving in- 
comes that perhaps you and I, when we were young men, thought 
were decent incomes, but which today may buy the clothing and food, 
but are not sufficient to buy rehousing, and it will give them homes. 
By that I mean that, with this new legislation, we will provide for 
200,000 of those families with mcomes of from $600 to $1,000 a year. 

Mr. GiFFORD. Of the $230,000,000 loan contracts out, New York 
City has $30,000,000. 

Mr. Straus. Yes. 

Mr. GiFFORD. Do you wonder that people are asking questions 
about the distribution? 

Mr. Straus. Yes, sir; I do wonder. There is no way in which New 
York has any more, except that it was prepared to go ahead with a pro- 
gram. We are restricted by our statute to $50,000,000 to any one 
State that has qualified for it up to 10 percent of the total, and we are 
proceeding that way. Actually, New York City has, on a per capita 
basis, one of the smallest of any of the contracts made. 

Mr. Luce. Preliminary to some questions that I want to ask you, 
I want to read into the record certain figures from a statement that 
you have given to us as to the earmarkings. 

You have earmarked for Orlando, Fla., a city by the 1930 census of 
27,330 population, $450,000. In the same State, there is Pensacola, a 
city of 31,519 population, and you have allotted $900,000. To St, 
Petersbui^, a winter resort with 40,425 population, you have allotted 
$900,000. 

To Kokomo, Ind., a city of 32,845, you have allotted $600,000. To 
Vincennes, Ind., a city of 17,564, vou have allotted $270,000. 

To Frankfort, Ky., a city of l"l,666, you have allotted $450,000. 
To Billings, Mont., a city of 16,380, vou have allotted $270,000. To 
Warren, Ohio, a city of 41,462, you have allotted $1,000,000. 

To Johnson City, Tenn., a city of 15,080, you have aUotted $300,000. 
To Temple, Tex., a place of 15,345 population, you have allotted 
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$180,000, and to Morgantown, W. Va., a city of 16,186, you have 
aUotted $270,000. 

When we considered this bill, we considered this as a slum-clearance 
project, and of "slums" the common interpretation is "the bl^hted 
areaa in the large cities." There never was before this committee, 
in my recollection, any idea of financing homes in places of from 1 1,000 
to 40,000 population. 

I have had the curiosity, sir, to make inquiry as to one of these 
places, to ascertain the needs relating thereto, and that is Johnson 
City, Tenn. I made this inquiry of a man who knows the place 
thoroughly. You have allotted $300,000 there, and he tells me 
that there is no occasion for any clean-up of a bhghted area there, 
that it is not wanted, that it will result in the lowering of the value 
of other property, and, in short, that it presents no justification for 
any governmental financing. 

Each one of these cities is a small city, where there is, I am sure, 

flenty of vacant land within 1 or 2 miles of the center of the city, 
live in the cit^ of Waltham, Mass., of 40,000 inhabitants or there- 
abouts. Of their own accord, people there of the rank and file, 
whom you are trying to help, have themselves gone out individually 
a mile and a half from the center of the town and built, I suppose, 
from 50 to 100 cottages at an average cost, my guess is, of not more 
than $3,000. Those men have gone out there, and they have light 
and air and the opportunity for gardens, opportunity for small 
lawns and fruit trees, for everything that we call a home. 

You are proposing to erect barracks in these small cities, contrary 
to the original intention of this committee and of Congress, I am very 
sure. Wul you justify it? 

Mr. Straus. Mr. Chairman, I am very glad that those various 
points were raised, because I would Uke to answer eaoh one of them. 

The first contention, as I understand it, is that we have made ear- 
markings for small cities which in turn will lead to loan contracts for 
those cities. I think that that can be answered, in the first place, by 
pointing out that that criticism is precisely contradictory to the 
criticism niEtde by the other gentleman sitting next to him, that we 
have given 

Mr. Luce. I am talking merely about toy own criticism, and I am 
asking you to answer me. I want to know why in Johnson City you 
are going to allot $300,000. 

Nlr. Straus. The only way you can know is if you will be good 
enough to let me answer you, and I will try to do it as thoroughly and 
as honestly as I can. 

I think that the criticism made by you, if I understood it correctly, 
is that we were making loans to small cities which did not need it, 
while your colleague to your left has just made the statement that we 
are making too much of the loans to tlie lai^e cities. 

Mr. Luce. Now— — 

Mr. Straus. Let me finish, please. 

Mr. Patman. I insist that the witness be allowed to proceed. 

Mr. Luce. I will raise the point of order, that in answerii^ my 
question, he has no right to refer to the opinions of other members 
of the committee. 

Mr. Straus. I did not know that. 

Mr, Patman. I will take issue with you on that,^^. Luce. 
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Mr. Straus. May I say this, that then I will withdraw that, if it 
is contrary to the rules, I have never been here before. 

The difficulty that the Admimstrator has is that the representatives 
of the small cities are claiming that too much is ^oing to the lai^ 
cities, and the gentlemen from the la^e cities claim uiat the stnaU 
cities are getting too much. The Administrator makes no pretense of 
being all-wise, and of not making any mistakes, but each one of these 
earmarkings is the result of hours and days of study as to the needs of 
the particular city. 

The gentleman said, if I understood him correctly, that this bill 
was intended to care for the slums and the blighted areas in the large 
cities. It was not the understanding of myself that there was any- 
thing in the bOl which limited its application to the slums and blighted 
areas in the lai^e cities. On the contrary, I understood that by 
specific direction of the act we were to help every community in the 
United States that had slums and that come to us and ask to get rid 
of them. 

Now, may I address myself to some of these cities specifically. Let 
us take Johnson City, Tenn. I know nothing about the informant of 
whom the gentleman spoke; obviously I cannot know who he is. I 
do know that the people of Johnson City, through their duly consti- 
tuted local authonty, through their mayor, and through their city 
council, have approached me as Administrator of the United States 
Housing Authonty with a statement that they have slums and blighted 
areas, that they have a duly constituted local housing authority ready 
to go ahead and remove those slums if we will give them a loan, and 
before the loan contract is actually executed, which it has not yet 
been, I will assure myself, sir, of the existence of those slums, not by 
asking somebody whom I happen to meet, hut by a detailed survey 
made in most cases with the assistance of the local chamber of com- 
merce, with the assistance of the W. P. A., with the assistance of the 
figures siy)plied by the real property inventory. On the basis of those 
surveys I will endeavor to assure myself that the contention of the 
locality that they have slums that they want to eliminate is true, and 
if it is true, I intend to make the loan, whether it is a large city or a 
small one, whether it is in the North or in the South, or whether it is 
in the East or the West, until you gentlemen amend the act and tell 
me that I can only operate in the lai^e cities. 

And may I go a step further? I differ fundamentally with the 
gentleman that there are no slums in the smaller cities. I think 
that you will find some of the worst blighted areas in this country^ the 
worst miseries, the worst indecencies of living, in the small cities, 
and as evidence of that fact I cite not a personal opinion, or the 
personal opinion of an individual, but the studies that have been made, 
with which the members of this committee are surely familiar, through- 
out this country, by various agencies over the last decade. 

I thank you. 

Mr. Luce. But you have not answered my question why you are 
deviating, as I understand, from the Enghsh practice, and are cer- 
tainly outraging my own idea of what should be done by building in 
small cities, where there is available plenty of adjacent empty land, 
barracks instead of cottages. 

Mr. Straus. Now, that is another question. The question now 
that the Congressman has raised is why we are building barracks in- 
stead of cottages. 
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Outside of the two large cities where we are authorizii^ the erec- 
tion — I would not say of barracks, but of apartment houses, every 
one of the projects for which we have made contracts is a project pro- 
viding for small individual houses, or two-family houses. We are 
following the English practice just as closely as this student of the 
Enghsh practice for the last 8 years is able to follow it. He may be 
dumb, but he is trying hard to be guided by 8 years of practical de- 
tailed study of the housing problems in this country and abroad. 

Mr. Luce. Did I not see a picture of one of the buildii^s that had 
been built in a small southern city, which was a barracks? 

Mr. Straus. No, Congressman; honestly I do not know what you 
may have seen. I am telling you, as solemnly as I know how, that 
we are building only small row houses or two-family houses everywhere 
except in a couple of the larger cities, where the local authorities 
have insisted that they want apartments. My whole planning and 
experience had convinced me of the merits of the row house. It is 
cheaper to maintain. It means less subsidy. The fellow does not 
need a central heating plant. He does not need somebody to clean 
his walks; he cleans them himself, and he cleans the snow and ice 
from in front of his place. 

Of course, you are right about the row house. 

Mr. Spence. How long will it be before some of these projects will 
be completed? 

Mr. Sthaus. I do not think a project, sir, will be completed in 
much less than 18 months after we sign the contract. 

Mr. Spence. Of course, we are all more or less interested in our 
own States, and I notice that you have Kentucky as one of the States 
that have enacted satisfactory legislation. 

Mr. Straus. Yes, sir; I understand that Kentucky is all right. 

Mr. Spence. The Constitution of Kentucky, and I am merely 
stating it from memory, provides that the only property that shall 
be exempt from taxation is purely public property, or used by the 
pubhc or for governmental purposes, and manufacturing plants may 
be exempted from taxation for a period of 5 years by municipalities as 
an inducement to their location. 

Now, there has been no amendment to the Constitution of Kentucky 
with regard to these projects that I know of, and I wanted to be sure 
that the legislation that was passed by the State of Kentucky is 
satisfactory. 

Mr. Straus. I shall have to ask my counsel that. 

Mr. Kbyserling. My understandmg is that the legielatioa of 
Kentucky has been specifically tested and upheld. 

Mr. Spence. Has it been passed upon by the courts? 

Mr. Keysehling. Yes. 

Mr. Straus. When my counsel says that your statute has been 
tested and upheld, I think that you are on safe grounds, that you are 
O. K. He carries these things pretty accurately in his head. 

Mr. Spence. If the Court of Appeals of Kentucky said so 

Mr. Patman (interposing). I want to ask him a question about the 
amount. 

The President in Ids message recommended $300,000,000 additional 
for housing. This asks for an increase of $500,000,000. Why the 
difference? 
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Mr. Straus. That 13 one of the things that I wanted to get into the 
record. 

This bill calls for $500,000,000, and the discussion and the statement 
bj the President talked of $300,000,000, and I have checked this 
with others and undoubtedly you will hear more on this directly 
from the Members of both your own House and the upper House, so 
I do not want to be out of order again and quote somebody, but it is 
my understanding, and if you will read the President's message, his 
words show that understanding, that it was his desire to put to work 
immediately the number of people who could be put to work with an 
expenditure of $300,000,000 additional. 

Now, to spend $300,000,000 we have to ask for at least $500,000,000, 
and you have to speed up things pretty well to do that, because if a 
project takes 18 months to complete, and we will not get them all 
signed witliin the next 2 months, that expenditure of $500,000,000, 
no matter now fast I work, won't be spent over a 2-year period, and 
that is why it was decided by a Member of your House and a Member 
of the upper House handUng the situation that they would ask for an 
authorization for loans up to $500,000,000, which would conform to 
the President's statement that he wanted to put $300,000,000 into 
immediate circulation. 

Mr. Crawford. All of your remarks with reference to what you 
have built and what you intend to build must be limited to contracts 
that have been completed and are in process of completion? In other 
words, under your administration, or under the administration of this 
act, not one sir^le building has yet been erected? , Is that correct? 

Mr, Straus. Yes, sir. 

Mr. Crawford, Therefore there can be no pictures of any buildings 
anywhere erected under this act, can there? 

Mr. Straus. Excuse me; I did not want to say that. I thought 
of that answer, but I thought that might seem like quibbling. There 
have been photographs of architects' drawings, and the Congressman 
may have seen them. 

Mr. Crawford. I wanted to get that clear in my own mind. 

Mr. Straus. You are absolutely right, but there have been pictures 
of arcliitects' drawings, and I thought of raising that point, but I 
thought, as I said, that that would be considered as quibbling. 

Mr. Crawford. Going back to the statement raised by Congress- 
man Patman with reference to this additional money being provided 
in the amendments, so that the spending program could be speeded 
up, and to the original intent of this act, and to your remarks with 
reference to the excess cost that always flows into the construction of 
big projects, if done hurriedly, is there any likelihood that, if these 
amendments are approved, and if you somewhat switch from the 
philosophy of this original bill to a philosophy to speedy spending, 
that you will be brought into a practice which leads to high-cost con- 
struction by reason of the speed that you are putting into it? Isn't 
there a lot of danger in that? Or let me say it this way - - 

Mr. Straus. I understand you, Congressman. 

Mr. Cbawford. Personally, I think you have been moving along 
very wisely in trying to get these things solidly sewed up before you 
actually release the money, and I have drawn on past experience in 
building in making that statement. Now, if you give up that philoso- 
phy and that practice, with the idea that you are going to go out hei^ 
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and get $300,000,000 or $500,000,000, through the Treasury Depart- 
ment, into the handa of the workers, so that they can spend it at some 
local store, I think you will run into high costs, and defeat the original 
purpose of this bill which was certainly enacted by Congress at a time 
when we were setting the brakes against spending, and had no idea 
we would run into the situation which now exists. 

Mr. Straus. Your question will enable me to get something in the 
record that I wanted to get in it. 

You asked the question whether, by changing the philosophy of the 
program, speeding it up, we are not going to destroy its principal 
purpiose, of rehousing slum dwellers, and be put off on the trail to a 
hurried type that wUl be extravagant? 

Mr. Crawford. Yes, sir. 

Mr. Straob. We spent, again, hours in discussing exactly that 
aspect of any possible amendment, and the outcome of those dis- 
cussions is the embodiment in the act today of no amendment which 
changes that original philosophy. Specifically there is nothing in the 
act which permits Federal building, and the reason that I did not 
want that m the act was because 1 so fully M;ree with you that to 
change the philosophy of this act at this time, when we are just gettii^ 
under way, with the idea of speeding up, would be unsound, even 
though it would enable me to make a little better show for a few 
months. Those amendments do not provide anything of that kind. 
They give much more money, and in view of the fact that we have 138 
local authorities today, and will have 200 inside of a couple of months, 
I beheve that we can spend wisely and soundly, or I would not have 
asked for it. Then there will be no hurrying up; there will be no 
Federal construction; there will be no lack of msisting that these 
local authorities do the job from the time they come to us of cleaning 
out their slums, through the acquisition of land, the putting up of the 
buildings, and managing the project. 

I fully agree with the philosophy of the act, and I think you do, sir; 
and I do not want to do anything to have it changed, and these 
amendments do not change it. They give us additional money. 
That is the chief thing. 

Then there are two minor provisions, one of which I have not 
touched on at all yet, because I have not had a chance, and that is 
that it makes the bonds which are issued by the Federal Government 
continue to have the same guarantees that they now have if or when 
they are sold into private hands. 

The last amendment is an amendment going hand in glove with 
the additional loan contract, and that is an addition to the amount 
of subsidy funds. 

I will answer you by saying that there is no change in the philosophy, 
and I do not believe there ought to be. 

Mr. Crawford. The amendments, then, broaden the base, that is, 
provide more money for slum clearance and housii^, and enable you 
to make loans up to 100 percent? Is that correct? 

Mr. Straus. Absolutely; a perfect summary. 

Mr. Crawford. And there is nothing needed which really enables 
you to speed up spendmg? 

Mr. Straus. If I have more money, I can speed spending. Many 
cities now are being cut down below what they would like to have 
because we have not enough money, and that will become a lot worse 
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in 60 days from now. It is particularly trae in the big Eastern StateSf 
Pennsylvania, Ohio, and New York, where we are only allowing them 
$30,000,000 for the time bemg in each State. 

Mr. Williams. Have you a blank contract available of the kind that 
you enter into with the housing authorities? 

Mr. Straub. Surely. We have not this minute, but I can send it 
to you. 

Mr. Williams. Have you one with you? 

Mr. Straus. No. 

Mr. Keysbrling. We can send it to you today. 

Mr. Patman. Suppose that we ask him to insert it in the record. 

Mr. Williams. I want that contract. I would like to have you 
send me one. 

Mr. Straus. Surely. I will be glad to, sir. 

(The contract referred to above is as follows:) 

Exhibit VIl 

. HOTTBINQ C0HMI8BION 



1. Subject to the terms and conditions (United States Housing Authority form 
No. 300) which are made a part hereof, the United States Housing Authority 
(created under the United States Housing Act of 1937, Public, No. 412, 76th 
Cong., and hereinafter calleiJ the U, S. H. A.) hereby agrees to assist the 
City of Louisville Municipal Housing Commission (hereinafter called the 
local authority) in the development of a low-rent housing project in the city 
of Louisville, county of Jefferson, Commonwealth of Kentucty, consisting sul>- 
stantially of 814 dwelling units (hereinafter called the project), which is more 
fully described in the application filed with the U. S. H. A. aa project No, 
KY-l-i, with such changes in the project as may be made from time to time 
with the approval of the U. 8. H. A., by purchasing from the local authority, 
which hereby agrees to sell, obligations (liereinafter called bonds) at the 
principal amount thereof, plus accrued interest thereon, of the description set 
forth below (or such other description as shall be mutually satisfactory), in the 
aggregate principal amount of S4,261,000, but not to exceed in any event 90 
percent of the actual development cost of the project, as determined by the 

(a) Obligor: (^ity of Louisville Municipal Housing Commission. 
(6) Type: Negotiable, special obligation, serial, coupon bond. 

(c) Denomination; $500 and SI, 000. 

(d) Date: July 1, 1938. 

(e) Interest rate and interest payment dates: 3 percent per annum payable 
semiannually on January 1 and July 1 in each year. 

(/) Designated place of paymenl^: At the principal office of the bank or trust 
company referred to in I (() hereof, or, at the option of the holder, at a bank or 
trust company in the borough of Manhattan, city and State of New York. 

(g) Registration privileges: Registerable, at the option of the holder, as to 
principal only or as to both principal and interest. 

(k) Total authorized amount of issue: 85,144,000. 
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(j) Redemption privileges: Redeemable in whole or in part at the option of the 
local authority on any interest payment date at a price per bond equal to the 
principal amount thereof plus accrued interest to the redemption date and a 
redemption premium of one-fourth of 1 percent of the principal amount for each 
year or fraction thereof from the redemption date to the stated maturity thereof, 
with a maximum redemption premium oi 5 percent. 

(_k) Security: Payable as to both principal and interest from and secured by: 
(1) an exclusive first lien (which shall also secure any other obligation issued uodei 
the trust Indenture referred to in paragraph 1 (1) to assist in the development of 
the project) upon and a pledge of the gross revenues derived from the project 
{including all additions to and extensions of the project thereafter developed or 
acquired) up to an amount sufficient to pay such principal and interest as the same 
become due, and (2) a pledge of any aimual contributions to be made to the local 
authority by the U. S. H. A. under the annual contributions contract between 
the said parties of even date herewith (which pledge shall also secure any other 
obligations issued under said trust indenture and any obligations of the loc^ 
authority held by the U. S. H. A., to the estent permitted by ithe annual con- 
tributions contract). 

(i) Trust indenture: Bonds to be secured by an indenture (which indenture 
shall also secure all other obiigations issued to assist the development of the proj- 
ect not in excess of the amount shown in paragraph 1 (h)) from the local authority 
to a batik or trust company selected by the local authority as trustee, which 
trustee and indenture shall be satisfactory to the U. S. H. A. and which indenture 
shall contain provisions as to the development, maintenance, operation, repair, 
title, and insurance of the project, the establishment of special funds and reserves, 
the fixing and the collection of rents, the pledge of the aforesaid annual contribu- 
tions from the U. S. H. A. and of the revenues of the project, the furnishing of 
financial statements, the redemption of bonds, the events of default, the rights 
and remedies of bondholders thereunder, and such other matters as are custom- 
arily included in such instruments (except that the indenture shall not confer a 
power of foreclosure and shall prohibit the sale or other disposition of the project 
or any part thereof except such property as excess land or unnecessary equipment). 

2. At any time after the execution of this agreement {whether before or after 
compliance with the conditions in paragraph 3 hereof), and upon a satisfactory 
showing that there Is a need for such funds which cannot otherwise be met, the 
United States Housing Authority may, upon request of the Local Authority and 
for the purposes set forth in paragraph 1, part 11 of the terms and conditions, make 
an advance on account of the loan (hereinafter called the "loan") agreed upon in 
paragraph 1 hereof. Such advance on account of the loan shall not exceed 3 
percent of the loan and may be made only upon the receipt of an evidence of 
indebtedness (in form and substance satisfactory to the United States Housing 
Authority), exchangeable for an equal principal amount of bonds when issued. 
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3. The United States Housing Authority shall be under no obligation to the 
local authority to take up and pay for any bonds: 

(a) If the local authority shall not have filed with the United States Housing 
Authority, in form and substance satisfactory to the United States Housing 
Authority, plans and specifications for the project and a certificate or certificates 
of purposes on forms provided by the United States Housing Authority setting 
f rth d t 1th tB dp rpo fth penditures which the local author- 

ty p p t m k t wthth 1' 

pdf tmp d tblgt 

f d) 

g A th t hall not be satisfied that the cost 
i m 1 1 d nondwelling facilities) will not 

a g I m uuu pi 1 d 11 g unit aen $1,000 per room. 

( ) If th I 1 th t h II t h btained or entered into contracts 

t bta f Jpotm tftryto the United States Housing 

Athtaat q Itt tl t $520 150 toward meeting the develop- 

mt tfth jtfm ththn the United States Housing Au- 

th ty 

(d) If th 1 1 h t h 11 t h bt iiied a eontrart under which the 
tfLo llgeet t dl the following streets and alleys: (i) 

F h A b t H k d Sh Iby St ets; (ii) Marshall Street between 

J k d SI 11 y St d ( ) 1! (parallel to and between Jefferson 

Steet dFhA )bteeH k d Shelby Streets and for a distance 

of 131 feet more or less to the property line of the Catholic Church west of Han- 
cock Street; 

(e) If the local authority shail not have made arrangements which are satis- 
factory to the United States Housing Authority whereby the proposed large play- 
ground in the project will be maintained and operated by the city of Louisville; 

(/) If the city of Louisville and the Louisville Railway Co. shall not have entered 
into a contract for the removal of the car tracks of Fehr Avenue, the date for such 
removal to be specified insofar as possible. 

4. The local authority represents: 

(o) That the project will be constructed on a site on which the number of unsafe 
or insanitary dwelling units is at least equal to the number of new dwelling units 
to be provided in the project, and that these unsafe or insanitary dwelling units 
in a number at least equal to such new dwelling units will be eliminated from the 
site of the project by demolition during the development of the project. 

(b) That it has a legal and enforceable right under the Kentucky Constitution, 
statutes and decisions of the court of appeals, to full tax exemption of the project. 

(c) That it has entered into a contract dated April 5, 1938, between it and the 
city of Louisville, pursuant to which the city of Louisville has agreed that during 
the useful life of the project (which shall in no event be less than the number of 
years during which any of the obligations issued to assist the development of the 
project shall remain outstanding) it will not levy any taxes, assessments, fees, or 
charges against the project or against the local authority for or with respect to 
the project. 

In witness whereof, this loan contract has been duly executed as of — ■ , 

19—. 

City of Louisville Municipal Housing Commission, 

[sbalI By — — — ~, Ckairman. 

Attest; 

Secretary- TVeasurer. 

This contract having been approved by the President of the United States, 
the United States Housing Authority has caused it to be duly executed on its 
behalf. 

United States Housing Authoritt, 

[seal) By — — — — , Administrator. 

Attest: 

Executive Officer.. 
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COMMISSION A 

Whereas the City of Louisville Municipal Housing Commission (hereinafter 
called the local authority) is undertaking the development of a low-rent housing 
project in the city of Louiaville, county of Jefferaon, Commonwealth of Kentucky, 
consisting subatantiaUy of 814 dwelling units (hereinafter called the project), 
which is more fully described in the application filed with the United States 
HouBing Authority (created under the United States Housing Act of 1837, Public, 
No. 412, Seventy-Fifth Congress and hereinafter called the United States Uousiiig 
Authority) as project No. KY-!-l, with such changes in the project as may be 
made from time to time with the approval of the United States Housing Authority; 

Whereas, in order to assist the development of the project, the local authority 
has determined to authorize the issuance of its obligations in the aggregate prin- 
cipal amount of five million one hundred forty-four thousand dollars ($5,144,000) 
and to issue such amount of these obligations (the obligations so issued being 
hereinafter called the bonds) as may be necessary to assist the development of the 
project; and 

Whereas the local authority has requested the United States Housing Authority 
to make annual contributions to it to assist in achieving and maintaining the low- 
rent character of the project; and 

Whereas the local authority certifies that It has the following assurances of its 

m f g th d'f p cedent to such United States Housing Authority 

t b to ()Apl nf thedevelopment of the projeetonasiteon which there 

are f an ta j dwelling units which will be eliminated by demolition 

d g th d 1 pm t f the project in a number at least equal to the number of 

w dw ling t to be ] ovided in the project; (ii) the legal and enforceable 

ght d r th K nt ky Constitution, statutes, and decisions of the court of 
app als t f 11 mp of the project from taxes and special assessments; and 
( ) a tr t dat a Ap I 5, 1938, between it and the city of Louisville pursuant 
t h h th ty f L lie has agreed that during the useful life of the project 

(which shall in no event be less than the number of years during which any of the 
obligations issued to assist the development of the project shall remain outstand- 
ing) it will not levy any taxes, assessments, fees, or charges against the project or 
against the local authority for or with respect to the project; and 

Whereas, the United States Housing Authority has determined that fuU tax 
exemption of the project now amounts to local annual contributions which equal 
at least twenty percent (20%) of the United States Housing Authority annual 
contributions to be provided hereunder; and 

Whereas, the local authority certifies that the project will be developed in sucb 
a manner as to observe the cost limitations of section 15 (5) of the United States 
Housing Act of 1937; and 

Whereas, the United States Housing Authority has determined that the United 
States Housing Authority annual contributions herein provided for wiil assist in 
achieving and maintaining the low-rent character of the project, now, therefore, 
this contract witnesseth; 

1. Purpose of coniroci.^Subiect to the provisions of this annual contributioM 
contract (hereinafter called the Agreement ) the United States Housing Authority 
agrees to assist the local authority m achieving and maintaining the low-rent 
character of the project by making annual contributions to the local authority, 
for a period of years as hereinafter proiided, in a sum per annum equal to three 
and one-half percent {3H%) of the actual development cost of the project as 
determined by the United States Housing Authority, but in no event to exceed 
the amount of one hundred eighty-two thousand two hundred-fifty dollars 
($182,250) per annum. 

2. Period of ann-ual contributions. — The annual contributions provided for in 
paragraph 1 hereof will be paid annually during the period from the date when 
the United States Housing Authority shall have determined that the development 
of the project has been completed and that the project is ready for occupancy 
(hereinafter called the "completion date") to and including the date of June 15, 
1998. 

3. Dale of ■payment. — At any time on or after the completion date, the local 
authority may file its first requisition requesting the United States Housing 
Authority to pay the first annual contribution. The first annual contribution will 
be due and payable by the United States Housing Authority on the June 15 or 
December 15 (whichever is sooner) following the date of the filing of this requisition 
The first payment shall be in an amount representing one-twelfth (Hi) of the 
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amount of the annual contribution for each month (or fraction thereof over fifteen 
(15) daye) from the completion date to the next succeeding June 15. 

The second annual contribution will be due and payable on said June 16 next 
succeedine the completion date and subeequent annual contributionB will be duo 
and payable on June 15 of each year thereafter. Each requisition for annual 
contributions after the first requisition shall be filed by the local authority with the 
United States Housing Authority at least 90 days before the date on which such 
contribution is payable: Provided, That if the first requisition is filed within 
90 days before the June 15 following the completion date, a requisition for the 
second annual contribution may be filed simultaneously with the first requisition 
or any time thereafter prior to said June 15, 

4. ReipiWilioTis for annual contributions. — The first requisition for annua! con- 
tributions shall be accompanied by a certificate signed and sworn to on behalf of 
the local authority stating that during the development of the project unsafe or 
insanitary dwelling units were eliminated from the sit« of the project in an amount 
at least equal to the number of new dwelling units provided in the project. 

Each requisition subsequent to the first one shall be accompanied by a certificate 
or certificates signed and sworn to on behalf of the local authority which shall 
state whether during the 12 months' period ending with the December 31 next 
proceding the date of the filing of the requisition (each such 12 months' period 
from January to the following December 31, both inclusive, being hereinafter 
called the "12 months' period' ). 

(1) The local authority has maintained the low-rent character (as hereinafter 
defined in paragraph 6) of the project: 

(2) The local authority has received local annual contributions (as hereinafter 
defined in paragraph 7) in aid of the project which equal at least 20 percent 
of the annual contribution from the United States Housing Authority; and 

(3) The local authority has paid the wages and fees prevailing in the locality 
of the project as determined or adopted (subsequent to a determination under 
applicable State or local law) by the United States Housmg Authority (hereinafter 
called the "prevailing wages") to all architects technical engineers dratt^anen, 
technicians, laborers, and mechanics employed in the administration of the 
project. 

Such certificate or certificates shall be accompanied b\ such supporting data 
as may be required by the United States Housing Administration including a 
statement (on forms to be furnished by the United States Housmg Administration) 
certified as correct by the chief fiscal officer of the local authority showing for 
the aforesaid 12-month period, the rentals charged the gross re\enues and 
income, the operating expenses, the net income of the project and the income and 
size of each family whicli is a tenant in the project 

(5) Honoring of requisition and method of payment. — The United States Housing 
Administration will pay each annual contribution on or before the date on which 
such payment is due hereunder unless there has been a substantial breach, as here- 
inafter defined in paragraph 9. Each annual contribution will be paid in the 
following manner: 

(a) It the Unit«d States Housing Authority holds obligations of the local 
authority, by applying the amount of such annual contribution (without any 
credit lor interest thereon) first toward the payment on any bonds held by the 
United Statra Housing Authority of the interest and principal due on the date the 
annual contribution is payable, or which will become due on or prior to the date 
on which the next succeeding annual contribution is payable hereunder; and then 
toward the payment on any other obligations of the local authority held by the 
United States Housing Authority of interest and principal due on the date the 
annual contribution is payable. Any balance of such annual contribution 
remaining after such payments of interest and principal shall be paid to the local 
authority in cash; 

(b) If the United States Housing Authority does not hold obligations of the 
local authority, by paying the entire amount of such annual contribution to the 
local authority in cash. 

6. Low-rent character of project. — The local authority agrees to maintain the 
low-rent character of the project. The project shall be regarded as retaining its 
"low-rent character" so long as it continues to be owned by the local authority 
or some other public body, and is administered in such a manner that the dwellings 
in the project: 

(a) Will be provided at no higher rentals than the local authority shall find 
necessary to assure revenues which (together with the United States Housing 
Authority annual contributions provided hereunder, any local cash contributions, 
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and any other revenues derived from the administration of the project) will be 
eiiffioient; (i) To pay, aa same become due, the principal and interest on the bonda; 
(ii) to meet the cost of, and to provide for, maintaining and operating the project 
(including the cost of any insurance, and such reserves for replacements as may 
be required by the trust indenture securing the bonds) and the administrative 
expenses chargeable to the project (all of which are herein called the "operating 
espenses") ; and (iii) to create and maintain such other reserves as may be required 
by said trust indenture securing the bonds; all to the end that the project shall 
not be operated for profit or as a source of revenue to any public or private agency; 
any rentals charged and collected iji excess of the limit of rentals prescribed m 
this paragraph being hereinafter called "profits"; 

(6) Will be safe and sanitary and will be provided solely for families of low 
income whose net income; (i) At the time of admission to the project does not 
exceed five times the rental (including the value or cost to them of heat, light, 
water and cooking fuel) of the dwellings to be furnished such families, except that 
in the case of famiiies with three or more minor dependents such ratio shalJ not 
exceed six to one; (ii) after admission and during the most recent 12 
months' period does not unreasonably (as determined by the United States 
Housing Authority) exceed the aforesaid ratios; and (iii) during the three most 
recent consecutive 12 months' periods of residence in the project does not on the 
average exceed the aforesaid ratios. 

At the time of admission of each family as a tenant, the local authority will 
obtain from the head of such family a sworn statement that the family is of low 
income (that is, that it cannot afford to obtain safe, sanitary, and uncongested 
privately owned housing) and setting forth the total income of such family for 
the vear preceding its admission, and on January 1 of each year thereafter, the 
local authority will obtain a similar statement for the preceding 13 months' 
period. The local authority shall be protected in acting upon any such sworn 
statement believed by it to be genuine and correct and to have been signed by 
the person by whom such statement purports to have been signed: Provided, 
That when the loca 1 authority obtains actual knowledge that any family which is 
ineligible for tenancy is reaidmg in the project, it shall take the necessary action 
to have the family evicted from the project. 

7. Local anniial contribulions.—The "local annual contributions" for any year 
as used in this agreement shall include any contribution make available for the 
project in such year by the State, city, county, or other [political subdivision in 
which such project is situated, in the form of^ tax exemptions or tax remissions 
(general or special) or cash. The value of a local annual contribution in the form 
01 full tax exemption shall ge regarded as the annual amount which would be 
levied by means of taxes and special assessments on or with respect to the project 
if the project were privately owned and subject to normal taxation and aasess- 

8. Prevailing wage^. — The local authority agrees to pay not less than the pre- 
vailing wages to all architects, technical engineers, draftsmen, technicians, 
laborers, and mechanics employed in the administration of the project. 

9. Definition of subatanlial breach. — -A "substantia! breach", as that term is 
used in this agreement, shall be deemed to have occurred if: 

(o) During the most recent 12 months' period; (i) the total annual rentals 
established for dwelling units in the project have been collected for such period 
in an amount which produced profits equal to or greater than ten per cent (10%) 
of the rent limit prescribed in paragraph 6 (a) tor such period; or (ii) more thian 
forty (40) families occupying dwelling units in the project are ineligible for 
tenancy under the conditions prescribed in paragraph 6 (6); or (iii) the local 
authority has not received local annual contributions in aid of the project which 
equal at least twenty per cent (20%) of the annual contribution next to be made 
by the United States Housing Autliority; or (iv) the local authority has paid 
less than tiie prevailing wages to at least ten per cent (10%) of all the architects, 
technical engineers, draftsmen, technicians, laborers, and mechanics employed 
in the administration of the project; 

(6) During the whole preceding period of administration of the project the 
total rentals established for dwelling units in the project have been collected in an 
amount whicli in said period produced profits equal to or greater than ten percent 
(10%) of the rent limit prescribed in paragraph 6 (o) for the moat recent 12 
months' period. 

(c) There has been: (i) a failure to eliminate unsafe or insanitary dwelling 
units substantially equal to the number of new dwelling units provided in the 
project; or (ii) an administration of the project involving continued excesses OT 
extravagance in operating expenses, the diversion of revenues to uses other than 
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those enumerated in paragraph 6 (a), the overcrowding of dwelhngs, or the occu- 
pancy of dwellings by families which are ineligible tor tenancy under the conditions 
E escribed in paragraph 6 (b); and any such conditions have continued without 
ing remedied for a period of six (6) months after written notice (hereinafter called 
the "Prelimioary notice") has been served by the United States Housing Authority 
upon the local authority specifying the nature of such conditions and requiring 
them to be remedied. 

10. Remedying of subsianHal breach.- — If there has been a substantial breach, 
the United States Housing Authority will serve upon the local authority at 
least a sixty (60) days' notice thereof (hereinafter called the "Substantial 
breach notice"). If the substantial breach is not remedied within this sixty (60) 
days' period, the United States Housing Authority may withhold ^i annual con- 
tributions due on dates subsequent to tne expiration of such period until the sub- 
stantial breach is remedied. When such breach is remedied, the United States 
Housing Authority will pay all annual contributions which have been withheld 
because of such breach: Provided, That the United States Housing Authority may 
reduce such annual contributions or any other annual contributions payable after 
such breach is remedied by an amount not in excess of the amount of any profits 
by reason of which a substantial breach notice was served under paragraph 9 (a) 
(t) or 9 (6), or the amount representing the difference between the prevailing 
wages and the lower wages actually paid (except to the extent that such difference 
was later paid to the employees entitled thereto) by reason of which a substantial 
breach notice was served under paragraph 9 (a) (iv). 

The following action when taken by the local authority will constitute a 
remedying of substantial breaches: 

(a) In the case of a substantial breach under paragraph 9 (a) (i), if the local 
authority reduces the rentals for dwelling units established in the project so that 
they fall within the rent limits prescribed in paragraph 6 (o). 

(b) In the case of a substantial breach under paragraph 9 (a) (ii), if the local 
authority has evicted, or taken action satisfactory to the United States Housing 
Authority to evict, the families occupying dwelling units who are ineligible for 
tenancy under the conditions prescribed in paragraph 6 (6). 

(c) In the case of a substantial breach under paragraph 9 (a) (iii), if the local 
authority has received local annual contributions in aid of the project which 
equal at least twenty per centum (20%) of the animal contribution to be made by 
the United States Housing Authority for the 12-month period to which such 
local annual contributions relate. 

(d) In the case of a substantial breach under paragraph 9 (o) (iv), if the local 
authority resumes or commences the payment of prevailing wages in accordance 
with paragraph 8. 

(e) In the case of a substantial breach under paragraph 9 (b), if the local 
authority reduces the rentals established for dwelling units in the project so 
that they fall within the rent limits prescribed in paragraph 6 (a). 

(f) In the case of a substantial breach under paragraph 9 (c), if the local 
authority discontinues or cures the conditions specified in the preliminary notice. 

11. Termination of annual coTiiribuliona. — In the event that — (a) There has 
been a substantial breach continuing two (2) years after a substantial breach 
notice has been served by the United States Housing Authority upon the local 
authority; or (ft) There has been a flagrant and unreasonable recurrence of sub- 
stantial breaches over a period of more than five (5) years; or (c) There has been 
an extensive recurrence of fraudulent or willful misrepresentations of material 
facts in the certificates and supporting data accompanying requisitions; the 
United States Housing Authority may terminate this agreement, but only after 
notice and a hearing as hereinafter provided. If the I'nited States Housing 
Authority proposes to terminate this agreement, it shall serve upon the loc^ 
authority at least sixty (60) days' notice setting forth the charges upon which It 
proposes to take such action and the time and place for the hearing on such charges. 
A board of review shall hold a hearing upon the charges, at which time the local 
authority shall be given a full opportunity 1« be heard. The board of review 
shall consist of three (3) members, one to be selected by the United States Hous- 
ing Authority one by the local authority, and the third by these two members. 
After its hearings, the board of review shall make a written report to the United 
States Housing Authority containing its findings and recommendations. The 
United States Housing Authority shall not take any action with respect to the 
termination of this agreement until after it has rccieved and considered the report 
and recommendations of the board of review. 
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12. Reexamination of agreement. — Any provision of this agreement to the 
contrary iiorwitliHtH,nding, the United States Housing Authority reserves the 
right to reexamine the status of the project ten (10) years from the date of this 
agreement and every five (5) years thereafter; and, at the time of any such reex- 
amination, the United States Housing Authority may make the following modi- 
fications in the subsequent annual contributions payable under this agreement, 
to the extent that it finds that such modifications are warranted by changed 
conditions in the locality of a general economic nature: 

(a) Increase the fixed amount of subsequent annual contributions payable 
under this agreement, in the event that there has been a corresponding decrease 
in the general rent-paying ability of families of low income available for tenancy 
in the project: Provided, That in no event will any annual contributions be 
increased to an amount in excess of three and one-half percent (3^%) of the 
actual development cost of the project, as determined by the United. States 
Housing Authority; or 

(b) Decrease the fixed amount of subsequent annual contributions payable 
under this agreement in the event that there has been a corresponding increase 
in the general rent-paying ability of familes of low income available for tenancy 
in the project: Provided, That the United States Housing Authority will not 
decrease such annual contributions if to do so might jeopardize the payment by 
the local authority of the principal and interest on its bonds as same become 
due; and provided further, That in no event will the amount of subsequent annual 
contributions be decreased to such an extent that the net income from the opera- 
tion of the project on the basis of the maintenance of its low-rent character will 
be less than three and seven-tenths percent (3.7%) of the development cost of 
the project (being the maximum estimated annual debt service on the bonds). 

The term "net income" shall mean the gross income of the project (which shall 
include the rentals and other revenues oi the project, the annual contributions 
payable by the United States Housing Authority and any other cash contributions) 
less the operating expenses of the project, as determined by the United States 
Housing Authority on the basis of an audit for the 12 months' period preceding 
the date of the particular reexamination. 

13. Interest of Member of or Delegate to Congress. — No Member of or Delegate 
to the Congress of the United States of America will be allowed to participate 
in the funds made available by the United States Housing Authority under this 
agreement. 

14. Informalion.^Vpon request at any time, the local authority will furnish 
the United States Housing Authority with such financial statements and other 
information and data relating to the local authority and the project as the United 
States Housing Authority may at any time reasonably require. Before the initial 
selection of tenants the local authority will furnish the United States Housing 
Authority with a statement of its rent schedules and method of tenant selection. 

15. Staie or Territorial law. — Anything in the agreement to the contrary not- 
withstanding, nothing herein shall require the local authority to observe or enforce 
compliance with any provision hereof, perform any other act or do any other 
thing in contravention of any applicable State or Territorial law: Provided: 
That if any of the provisions of the agreement violates any State or Territorial 
law, or if compliance with the provisions of the agreement would require the 
local authority to violate any State or Territorial law, or if because of any other 
reason the local authority cannot comply with any of such provisions, the local 
authority will at once notify the United States Housing Authority in writing in 
order that appropriate changes and modifications may be made by the United 
States Housing Authority and the local authority in the agreement. 

16. General provisions. — This agreement shall be binding upon the parties 
hereto when a copy thereof, duly executed by the local authority and the United 
States Housing Authority, shall have been received by the local authority. This 
agreement shall be governed by and be construed in accordance with the laws of 
the Commonwealth of Kentucky. 

If any provision of this agreement, or the application thereof to any person or 
circumstances, is held invalid, the remainder of this agreement or the application 
of the provisions hereof to circumstAnces other than those to which it is held 
invalid shall not be affected thereby, it, in the judgment of the United States 
Housing Authority, this Agreement then continues to conform to the terms of the 
United States Housing Act of 1637 (Public, No. 412, 75th Cong.). 

Any provision of this agreement may be waived or amended with the consent 
of the local authority and the written approval of the United States Housing 
Authority without the execution of a new or supplemetal agreement, if, in the 
judgment of the United States Housing Authority this t^reement aa amended by 
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any auch wniver then contiauee to conform to the terms of the United States 
Houeing Act of 1S37 (Public, Xo. 412, 75th Cong.)- 

17. Guaranty by United Slates Governmenl. — Pursuant to the provisiona of the 
United States Housing Act of 1937, the faith of the United States Government ie 
pledged to the payment of the annual contributions contracted for under this 
agreement and appropriations are authorized to be made in each fiscal year (out 
of any money in the Treasury not otherwise appropriated) in the amounts neces- 
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CiTT OF L0DI6VILLE MoNiciPAL HonsiNO Commission, 

By , Chairman. 

[seal) 
Attest: 

, Secretary-Treaeurer, 

This agreement having been approved by the President of the Unit«d States, 
the United States Housing Authority has caused it to be duly executed on its 
behalf. 

United States Hovsino Aothoritt, 

By ■ , Adminietraior. 

(seal) 
Attest; 

, Bxeeutine Officer. 

Mr. Reillt. We would like to have you come back tomorrow, and 
I want to say now that this committee is interested in this one propo- 
sition, that when the Wagner Act came to this committee a couple of 
years ago, it threw wide open the door to the Treosuir of the United 
States to assume all of the responsibility of clearing the slums of our 
cities. This committee wrote into that bill a provision requiring a 
15-percent contribution at the beginning; and a 25-percent-annual 
contribution. We went into conference with the Senate, and we had 
to come down to 10 percent and 20 percent, respectively. 

As far as I am personally concerned, if we are going to strike out 
the 10-per cent-initial payment, we should raise the contribution after- 
ward, because I do not believe it is primarily a responsibility of the 
United States Treasury to clear the slums of this country, and 1 would 
like to have you bring in a blue print, so to speak, of what will be the 
ultimate cost to the United States Treasury of one of those formal 
allotments that you have made. 

Mr. Strads. I do not have to bring it in, because 1 can give you a 
complete blue print at this very minute. There will be if this program 
works out, as I thoroughly believe it will work out, and as it has 
worked out abroad, not one dollar of cost to the United States Treas- 
ury. Every one of these loans will be repaid in full, with interest, 
over a 60-year period. 

Mr. Reilly. When will 

Mr. Straus. May I finish? 

Mr. Reilly. Go ahead. 

Mr. Steaus. This is an important statement, and I want to get it 
on the record. That will all oe repaid, with interest, and amortized 
over a 60-year period. The only expense to the United States Gov- 
ernment, the only loss or drain upon the Treasury, will be the amount 
specifically, clearly, and openly authorized by Congress in the form 
of the annual grant or subsidy, to keep down rents. 
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Mr. Reilly. But— ^ 

Mr. Stbaub (continuing). For that purpose today, in England, 
where electricians get 35 and 40 cents an hour, not $1.75 or $2 as they 
get here, the British budget today has an item of $85,000,000. We 
have in our bill at the present time an item of $7,500,000. One of 
the amendments asked to have it raised to $50,000,000. If we were 
proceeding on the British basis, with our population three times 
theirs, it would be $150,000,000. 

That is the only expenditure of any kind, outright loss, or anything 
that you want to call it, involved in this legislation. 

Mr. Reilly, In a discussion last year it was brought out that the 
United States Government, by those annual subsidies, had to pay 
the amortization and interest on the loan. In other words, the 
United States Government took money out of one pocket and put it 
into the other, and in the final analysis, after 60 years with that project, 
got nothii^ for it. 

That is one of the things that I would like to have cleared up, and 
I think the members of the committee would like to have it cleared up. 

Mr. Sthads. You want me to discuss that tomorrow? 

Mr. Reilly. Yes. You come here tomorrow, and we will be pleased 
to have you. 

(Thereupon, at 12:02 p. m., an adjournment was taken until 
Tuesday morning. May 3, 1938, at 10:30 o'clock.) 
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tuesday, hat 3, 1938 

House of Representatives, 
Committee on Banking and Currency, 

Washington, D. C. 
The committee met to resume consideration of H, R. 10417 at 
10:45 a. m., Hon. Michael K. Reilly presiding. 

Other members of the committee present: Mr. WiUiams; Mr. 
Spence; Mr. Farley; Mr. Meeks; Mr. Kopplemann; Mr. Ford; Mr. 
Brown; Mr. Patman; Mr. McKeough; Mr. Evans; Mr. Transue; 
Mr. Gifford; Mr. Luce; Mr. Crawforcf; and Mr. Gamble. 
Mr. Reilly. The committee will come to order. 
Mr. Straus, you may proceed. 

STATEMENT OF HOS. NATHAN STRAUS— Resumed 

Mr. Straus. Mr. Chairman, at yesterday's hearing, you directed 
me to obtain for you what you termed "a blue print" — I think those 
are your words — of our operations, and with the object of setting up 
such a blue print as plainly, as simply and as clearly as possible, we 
have presented to you a so-called financial anaI.V9is which I think 
each of you has in front of you at present. 

(The matter referred to follows:) 

Exhibit VIII 

Financial analytis of annual and tottU costs of $1,000,000,000 low-rent housing 
and alum-elearance program (800,000 rooms at $1,000 for conitritelion and $$60 
for land) 

I. ANNUAL FINANCIAL CHARQBS ON A SeLF-LIQUIOATING OR "bCONOMIC HBNT" 

Annual debt eerviee (100 percent loans at 3 percent, 60 years}. __ $36, 830, OOtt 00 
Taxes which would normally be charged (based upon average 

normal tax rates) 22,000,000,00 

Operating expenses, including costs of operation and adminis- 
tration, insurance, repairs, and reserves /or necessary replace- 
ments (at average of S4 per room per month) 38, 400, 000. 00 

Total annual charees to be met from rentals on self- 
liquidating basis without subsidy 97, 230. 000, 00 

Economic rent per room |>er month necessary to meet these an- 
nual charges if no subsidy either Federal or local 10. 12 

08538—38—0 61 
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Financial analynit of annual and total eostn of $1,000,000,000 low-rent kouting 
and alum-clearance program (300,000 rooms at $1,000 for construction and $250 
for land) — Continued 

II. TOTAL ANNUAL C0NTRIBOTI0N3 OS BCBaiDIBS, HEPEE8ENTING TOTAL NET AN- 

Total annual charges (as set forth above) which would have to be 
met from rentals on self-liquidating basie if there were no sub- 
sidy 897,230,000.00 

Maximum Federal annual contribution or subsidy (3)4 percent 
of $1,000,000,000) 35, OOO, 000. 00 

Local annual contribution or subeidv (annual value of local con- 
tribution in the form of tax exemption) 22, 000, 000. 00 

Total annual contributions or subsidies, Federal and local. 57. 000, 000. 00 

Total annual charges to be met from rentals after apply- 
ing Federal and local subsidies 40, 230, 000. 00 

Social rent per room per month which would be necessary to 
meet these annual charges, after applying Federal and local 

Bubsidies. 4. 15 

From the above table, it appears that the following are the percentages of the 
total annual charges on projects to be met through Federal and local contributions 
or Bubsidies and through rentals: Pttetni 

(1) Federal annual contribution or subsidy of $35 000,000 36 

(2) Local annual contribution or subsidy of $22,000,000 23 

(3) Social rent charged tenants 41 

In other words, the social rent (about $4.16 per room per month) is 41 percent 

of the economic rent ($10,12 per room per month) and is made possible only 
through the operation of both the Federal and local annual contributions or 
Bubsidies. 

ni. TOTAL PRESENT CAPITAL VALUE OP FEDERAL AND LOCAL CONTRIBUTIONS OB 

1. Present capitalized value of $35,000,000 Federal annual contri- 

butions or subsidies, computed on the basis of the maximum 
annual contribution of 3H percent of the development cost of 
projects covered by 6P-year loans (which would involve 57 or 
58 contribution payments since such payments do not begin 
until completion of project) $950, 000, 000 

2. Present capitalized value of 822,000,000 local annual contribu- 

tions or subsidies, computed on the basis of a corresponding 

period _-_ 600, 000, 000 

The above figures are based iipon the present capitalized value of the annual 
contributions or subsidies involved, computed upon a 3-percent cost of money. 
They do not, however, represent present costs or expenditures for achieving low 
rentals on $1,000,000,000 worth of projects. These costs are to be spread over a 
long period of years, under e. pay-as you-go system for obtaining the social and 
economic benents accruing over a corresponding period of years from a housing 
program. The annual Federal appropriations which will be necessary when the 
full $1,000,000,000 housing program is constructed and in operation will never 
exceed $35,000,000 per year on the basis of the maximum subsidies under the act. 
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Financial analy»u of annual and total costs of $1,000,000,000 loia-Tenl housing 
and dum-elearance program (800,000, Toome at 91,000 for construction and $250 
for land — Continued 

IV. COMPARISON OF ANNUAL FEDERAL COST FOR LOW-RBNT HOUSINO AND SLUM 
CLEARANCE WITB ANNUAL COSTS OF OTB£R FEDERAL PBOGRAUS 

In conaidering the annual Federal cost of the proposed slum-clearance and low- 
rent housing program, it is interesting to compare this cost of $35,000,000 per year 
with the annual cost to the Federal Government of the following types of activities: 

Highways (fiscal year ending June 30, 1936) $227, 269, 000 

Agricultural Adjustment Administration benefit and rental pay- 
ments relating to various crops (calendar year 1936) 432,442,000 

Annual Federal grants for educational services (vocational educa- 
tion and rehabilitation, land-grant colleges, and extension serv- 
ices) 53,594,000 

Mail subsidies to air carriers and merchant marines (£12,000,000 
to air-mail carriers for fiscal year ending June 30, 1936, aod 
$16,400,000 to merchant-marine carriei^, representing average 

over 10-year period) 28,400,000 

Based upon the foregoing annual subsidy expenditures, the proposed annual 
contribution or subsidy of $35,000,000 for a billion-dollar housing program (and 
$50,000,000 for a larger program upon the attraction of private capital) is a rela- 
tively small expenditure toward the achievement of the objective of slum clearance 
and decent housing for those living in the slums. 

With the permisaion of the Committee, I would Uke to go over that 
analysis in some detail. It will take about 12 or 15 minutes, and I 
would hke, for the purposes of clearing it up as well as I am able to, to 
be allowed to make that statement uninterrupted, il it pleases the 
committee. 

Now, this analysis is a imancial analysis of the annual and total costs 
of a billion-dollar low-rental and slum-clearance program, or, terming 
it another way, of a program of 800,000 rooms, allowing $1,000 per 
room for the total construction cost, and $250 for land. 

The division of that analysis No. 1 ^ves you the picture of the 
annual financial charges on a self-hquidatmg or economic rent basis. 

Gentlemen, I would hke to have you consider that section 1 with me 
for a few minutes, just disregarding whollv the matter of subsidies, and 
assuming that alt housing projects are to oe built as they might well be 
built merely for rehousmg people without subsidies. After all, we 

Sursue exactly the course in r^ard to finances as when you have 
;. F. C. loans. There is nothmg tmusual about the Government 
making a loan for a specific building project of some kind. 

If we assume that the Government is now lending $1 ,000,000,000 for 
rehousim people, and it wants to retire that loan, as every loan should 
be retired, over a period of 60 years, the annual debt service on that 
loan, interest, and amortization, would amount to $36,830,000. The 
taxes which normally would be chai^d on those projects when they 
are completed would be $22,000,000 a year. 

Now, gentlemen, that is not a guess. That is the actual experience 
on the 51 Federal projects, the P. W. A. projects, which I inherited — 
$22,000,000 a year. 

The operating expenses, and you gentlemen know what they 
mean, including administration, insurance, repairs, and reserves for 
necessary replacements, to keep the buildings in condition, will 
average $4 per room per month, maybe S3.90 or $4.10, and that 
amounts to $38,400,000. 
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Therefore, those total annual charges, to be met from rentals on a 
self -liquidating basis, foi^etting about the subsidy, would be 
$97,23Q,Q00. 

Mr. Reilly. Pardon me, but what is the size of that project? 

Mr. Stbahs. $1,000,000,000. 

Dividing that by the number of rooms, you get an economic rent 
which wodd be charged on those projects, if there were no subsidies, 
of $10.12, and the interesting thing about those figures, worked up 
that way, is that that is just about what we have to charge on an 
economic basis today, if you were to build housing, using very low 
interest rates from the Federal Government, and figuring no profit 
whatever. 

Now, we go into the second part of the table. {See exhibit VIII, 
above.) The second part shows the total annual contribution, or 
subsidies, which represent the net total annual cost, both to the 
Federal Government and the local government, to achieve rentals 
which are low enough to rehouse slum dwellers. That is where our 
program differs from the ordinary building program. The total 
annual charges, which you will see set forth above, the same figure 
repeated again, without any subsidy, is $97,230,000 — always the 
billion-dollar project, Mr. Chairman, 

Now, to keep the rents down from $10.12, which Is what you would 
otherwise have to charge, to the social rents, we are taking a figure 
of $4.15, again as near as you can get to a generalization. Slum 
dwellers in some parts of the country pay S2.70. In New York and 
Chicago, they pay up to $6, but this figure of $4.15 was derived aftre 
a great deal of work as being — you cannot use the word "average," 
but a fair mean of a typical stituation. 

The maximum Federal annual contribution or subsidy which would 
be permitted under the act is a total of $35,000,000 a year, on a billion 
dollars worth of housing. The local annual contributions, the contri- 
butions from the locahties, the cities, considering the annual value of 
the local contribution in the form of complete tax exemption, would be 
$22,000,000, which, again, is the figure, as you will see, taken from 
table 1, as the taxes on a billion dollars worth of housing, figured at 
the rates now charged in the 51 cities in which we have projecta. 

Those two figures together. Federal and local subsidies, amount to 
$57,000,000. If you deduct that $57,000,000, bemg the total of the 
Federal and local contributions, from the total annual charges of 
$97,230,000, you get a figure of $40,^30,000, being the total annual 
chaises to be met from rentals in these projects, which must be met 
by rentals from these projects after applying the Federal and local 
subsidies to reduce rents. That social rent, as we call it, per room per 
month, which would be necessary to meet these annual chaises, after 
applying the Federal and the local subiadies, is $4.15 per room per 
month. 

That is the essence of this program. It is the basis of the program. 
It is the theoretical and the practical basis on which similar prc^ams 
have worked successfully abroad, and I believe that we are inaugurat- 
ing it in a way that it will be successful here. 

Let me go on. Here I am reading a sentence from the table. 

From the foregoing table. It appe&rs tbat the following are the percentages of 
the total annual charges on projects to be met through Federal and local oontribu- 
tiona or subsidies and through rentals — 
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and those are the three sources by which the economic rent in these 
projects is made up. 

The Federal annual contribution or subsidy of $35,000,000 amounts 
to 36 percent of the total charges, the total economic rent. The total 
local annual contribution or subsidy of $22,000,000 is 23 percent of 
the total economic rent, and the social rent actually charged tenants 
amounts to 41 percent of the total charges or total economic rent. 
In other words, the social rent is 41 percent of the economic rent, 
and, gentlemen, it is made possible only through the operation of the 
Federal and local annual subsidies. 

Now, I am going over to page 2, at the top of the page. You asked 
me yesterday, one of you gentlemen, as I recall, what the total present 
capital value of these Federal and local contributions would be over 
the 60-year period. Now, there is one way to arrive at it, and that 
is by going to ordinary insurance company tables. What is the value 
of an annuity for 60 years, of $35,000,000, payable today?— and you 
gentlemen who are familiar with insurance know that that is not an 
unusual question to ask. 

Those figures, based upon the ■ insurance tables, amount to $950,- 
000,000 — let me repeat, as the present capital value of the Federal 
annual contributions or subsidies over a 60-jear period. 

The present capitalized value of the local annual contributions, made 
on the same scheme and according to the same f^ures, is $600,000,000; 
that is the present value on an insurance premium basis, the present 
capital value of these recurring payments over a period of 60 years. 

Now, gentlemen, these figures are based on the present capitalized 
value of the annual contributions or subsidies, usmg the figure of 3 
percent for the money. Obviously, they do not represent actual 
present costs, but are capitalized on the basis in which, if I understood 
you correctly, you quite properly asked me yesterday to present them. 

Let me point out that the annual charge to the taxpayers through a 
Federal subsidy for the entire billion-dollar program can never exceed 
$35,000,000 a year, the cost of rehousing 200,000 slum families. 

Now, I am going on to the end of my story, which is in part 4. 
That part 4 is an attempt, for the purpose of further illuminating the 
cost to the taxpayers of this rehousing program, to compare it with 
other Federal expenditures or perhaps what might be termed compar- 
able purposes, the national well-being, the social and economic well- 
being of the Nation, and I had those figures looked up for the fiscal 
year ended June 30, 1936. 

There was a Federal contribution for highways, a Federal outright 
grant in the United States, of $227,269,000. 

The A. A. A. benefits and rental payments — ■ — 

Mr. GiFFORD (interposing). Is that for 200,000 families? 

Mr. Straus. The number of families, for the purpose of this pro- 
gram covering a biUion-dollar project 

Mr. GiFFoan. Will these roads be built for 200,000 families? 

Mr. Straus. I would hke to go into that very specifically later. 
May I reserve it for just a moment? 

Mr. GiFFORD. Yes. 

Mr. Straus. I would Uke to answer your question, because it is a 
very interesting one. 

The A. A. A. benefits and rental payments relating to various crops 
for the calendar year 1936 was $432,442,000. 
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The annual Federal grants for educational services, vocational edu- 
cation, and rehabilitation, land-grant colleges and extension services, 
amounted to $53,594,000. 

The mail subsidies to air carriers and the merchant marine was a 
total of $28,400,000. 

Now, that is the end of the story so far as I am concerned. Would 
the committee be willing to authorize the insertion of this table in the 
hearings, this entire table? 

Mr, Reillt. Surely, 

Mr. Sthads, Because I may have read it too fast. 

{See exhibit VIII.) 

Mr. Straus. Now, the Congressman asked me the wholly reason- 
able and proper question, was the expenditure for the highways for 
200,000 families, whereas this rehousing program would renouse 
200,000 families. Congressman, 1 would like to answer you in some 
detail, because the answer to your question goes to the root of the 
entire housing philosophy. 

First of all, you are entitled to a Yes or No answer to your question, 
and the answer is obviously No, that the roads were not huiltfor 
200,000 famiUes, but it is our contention, as part of the whole phil- 
osophy, that neither is the Federal annual payment for rehousing for 
the 200,000 families. The philosophy of any rehousing project must 
be exactly the opposite, and. Congressman, if it is not the opposite, 
the whole thing crashes as of the first minute, because if you are going 
to regard this rehousing program in terms of immediate benefit, only 
to those families rehoused, then I will tell vou from the bottom of my 
heart, drop it now, for it is not worth while. 

The only way you can justify this rehousing program is in precisely 
the same way as you justify the annual Federal expenditure for 
roads, for crops, and, above all, the example that I like best, for 
education. I do not think that any man would contend that the 
annual expense of educating the child, which amounts to $88, on the 
average, in this country, or, for a family of three children, somewhat 
below the normal, $254 per family, coiud properly be included in an 
expense chargeable to the well-being only of those children. Unless 
you regard that benefit, of that education, as part of a social point of 
view to the communi^, for the removal of illiteracy, the expense is 
not worth while; and I will say to you, in response to your question, 
that unless you regard the elimination of the slums, a blight on Ameri- 
can life, as a service to the community, apart from the immediate 
famihes rehoused, then the expenditure is not worth while. 

Personally, the whole housing philosophy is that the elimination of 
the slum is a communal and social responsibility, which must be 
measured in terms only of its benefit to the entire community. 

Thank you for your patience in listening to a long-winded answer. 

Mr. GiFFOHD. Of course, the comparison interested me. It seemed 
a long way to go, to get a comparison here. I think I am sympathetic 
with your viewpoint, but I have been in the real-estate ousme.s8 all 
my life, practically, and I cannot visualize how these buildings are 
going to look 60 years from now. I simply cannot visualize it. 

Mr. GiFFORD. We always plan to get 10 percent of the cost in 
rentals, and that does not count in connection with repayments on 
the capital value. If you cannot get 10 percent in rentals on a house 
that you build, you are out of luck. That is all that you are getting 
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here, 10 percent from the subsidies and all, on $97,000,000, and you 
are quire sure in your figures that you are allowing for capital repay- 
ments? 

Mr. Straus, I am sorry, Mr. Chairman, but I cannot hear him. ■ 

Mr. GiFFOHD (continuing). But 60 years is a frightening number of 
years. Do you not think tnat, in putting this type of families in those 
nouses, they will not be here in 25 years? You would certainly have 
constantly to repair and rebuild them. 

What experience have you had about anytlung lasting as long as 
60 years, or what have you found to justify the 60-year period? 

Mr. Straus, Congressman, you have asked two questions, both 
of which I would like to have an opportunity to answer. 

Mr. GiFFOBD. They are related questions. 

Mr. Straus. Yes. The first question is, how are these buildings 
going to look in 60 years, and the other question was, how is it that 
these rentals, figured as a total, are less than the 10 percent which 
you properly say a private builder generally does figure on his invest- 
ment; is that right? 

Mr. GiFFOBn. Kight. 

Mr. Straus. As to the first question, I am particularly happy to 
discuss this 60-year period, because that is fundamental to the whole 
program, and ^ain it is a question going to the root of the whole 
matter. 

If we were to build these building to last only 15 or 20 years, 
which could be done, you would reduce your initial cost of the building 
very substantially, and reduce the amount of these loans, and we 
would show you a lower per-unit cost for rehousing a family, but if 
you attempted to amortize that smaller amount, which is relatively 
only somewhat reduced over a shorter period of the life of the more 
shoddily built building, you would so increase your rent that you 
would either have to have bigger subsidies or you would not rehouse 
your slum dwellers; and so, at the risk of the additional actual capital 
outlay, additional actual Federal loans, we are arranging to build on a 
more substantial basis, in the hope or belief that the buildii^ will be 
adequate for rehousing slum dwellers, and not*become a slum in 60 
years. 

Now, in addition to the more substantial original building, we would 
also allow for a lai^er plot of land per family rehoused, which tends to 
prevent its becomii^ a slum and deteriorating. 

Mr. GippOBD. But 

Mr. Straus. Wait; there is a third thing, on which I personally 
have done a lot of work, and I have had some real-estate experience 
myself. We have allowed a very substantial sum, as you see here, 
for the necessary replacements; that is, it is the third item on the first 
page. In that $4 per room per month, there is calculated a little 
beyond what normally would seem to be necessary for replacements 
and repairs, because, as you know, it ia the essence of keeping up the 
old car, repairing it every year, and it is the essence of keeping up 
these buildings, to be able to paint, to put in new ranges, to keep the 
steps repaired, the electric wiring, and so on. 

Mr. GiFFORD. Do you know wnat the income-tax blanks allow you 
for depreciation and obsolescence on buildings? 

Mr. Straus. What they allow? 

Mr. GiPFOHD, What percentage. There is a mark-ofi every year. 

Mr. Straus. What is that? 
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Mr. GiFFOHD. If you know real estate, you know that you are 
allowed depreciation every year of how much? 

Mr. Straus. Congressman, I am not saying that you are not abso- 
lutely right. As I say, I am pretty familiar with those things from 
my own building experience. 

Mr. GiFFOBD. If you own a hotel, for instance, or a building, do 
they not allow you a depreciation chaise per year, so that in 20 years 
you would mark the thing oft? 

Mr. Straus. Nd, sir; I think you would find that it did average 
more than 20 years, but you are quite right in saying that the period 
is less than 60 years. 

Mr. GiFFOKD. Is there any member of this committee who can tell 
me what that figure is, on the income-tax blank? 

Mr. Williams. It depends on the life of the building. They 
estimate it. 

Mr. GiFPOHD. How much do they usually deduct? 

Mr. Williams. As I say, it depends entirely on the character of the 
building, as to the amount that it will depreciate. My experience has 
been that it is about 3 percent. 

Mr. GiPFORD. Is that brick or frame? 

Mr. Williams. Frame. 

Mr. Chawfohd. They allow me 2 percent; they have cut me from 
3 percent to 2 percent. 

Mr. Straus. I do not think that difference between what we are 
figuring these buildings on the 60-year basis and what the Govern- 
ment, m an effort to raise its necessary taxes, will allow, is so great. 
But 1 will say this; I do not know how many of you ride horseoack, 
but in riding horseback we do not tiy to pick the stone walls to go 
over; we try to pick the openings. I do not say that every one of 
these buildings will be a complete and substantial building 60 years 
from now. I am merely attempting to arrive at a figure which will 
be fair and reasonable. 

Mr. GiPPORD. I believe it is 33 years that the Government allows, 
and my question referred to the fact that now you make it 60. 

Mr. Straus. It is 60 in the act, 

Mr. Gifford. But in the income-tax report they allow you, on th© 
average, not over 33 years. Some say it is 2 percent and some say it 
is 3 percent. 

Mr. KoFPLEMANN. May I ask what the time limit is that is set for 
repayment in these foreign countries that you visited? 

Mr. Straus. This 60-;year period is the standard, very widely 
adopted in Europe, and I would say, if the Coi^ressman would allow 
me to, that the matter of what depreciation the Federal Government 
allows is a matter of tax policy in maintaining revenue, and I question 
whether that can be taken as an estimate of the reasonable life of a 
building, when there are so many buildings built in colonial days that 
have been kept up and that are ]ust as good now as they were then. 

Mr. Gifford. Do you know 

Mr. Straus. May I go on and answer you on the other point? 

Mr. GippORD. Are those frame buildings? 

Mr. Straus. Entirely ; almost entirely. 

Let me go on to the other point. The Congressman said that that is 
not figuring the full 10-percent income which the private builder figures 
always on his investment. I would say to you, Congressman, that Uiat 
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is one of the fundamental ailments, one of the three or four basic, 
fundamental ai^uments of this program, that the private builder does 
charge 10 percent on his investment, because he doea it to cover his 
risk, to cover a profit, which will not rehouse slum dwellers either here 
or abroad. 

Mr. Williams. Now, Mr. Straus, in your set-up here you refer to 
the local contributions as remission of taxes. Are those projects which 
you inherited from the P. W. A. in the various cities of this country, 
these 51 projects, being taxed by the localities? 

Mr. Straus. They are completely tax-exempt. 

Mr. Williams. They are tax-exempt? 

Mr. Straus. Yes. 

Mr. Williams. The fact ife that they cannot tax them, is it not? 

Mr, Straus. That is right. 

Mr. Williams, They are not subject to taxation? 

Mr. Straus. That is correct. 

Mr. Williams. Now, why? 

Mr. Straus. Because they are federally owned. 

Mr. Williams. Simply because they are federally owned? 

Mr. Straus. Yes, sir. 

Mr. Williams. How can the courts hold, and how can the court in 
Kentucky hold, other than that, notwithstandii^ the fact that these 
are local housing authorities, the properties which they own are not 
subject to taxation, because they are used in public service, and for 
that reason the city would not lose anything anyway? 

Mr. Straus. I am not competent to discuss that Kentucky statute. 
I am not a lawyer, and I do not know. 
■ May I ask counsel? 

Mr. Williams. 1 think the logic of it is— - 

Mr. Straus (interposing). May I answer you, because I have it in 
my head now, and I had better answer you quickly, for that is a 
legal point? 

Counsel says that no such decision as you are quoting has ever 
been made. The courts have held that the tax exemption of these 
projects is constitutional, that the specific statute for that purpose 
was. 

Mr. Spence. The court in Kentucky, as I understand it, held that 
the elimination of the slums is a governmental function, and because 
of that this property of the United States Housing Authority, or that 
real estate, was not taxable. 

Mr. Straus. It held that that statute exempting these projects was 
constitutional. 

Mr. Spence. On that theory. 

Mr. Straus. On that ground. 

Mr. Spence. That it was functioning to eliminate slums. 

Mr. Williams. It held that the city could not tax it; that would 
be the result of it, that the city could not tax the property held by 
the local housing authority for that very reason, 

Mr. Straus. Counsel tells me that exactly the opposite is true; 
that they merely held that the specific statute exempting these projects 
is constitutional, on the ground of public and social purposes. 

Mr. Williams. That is just what I am saying, lliat is the same 
t hin g. The result is that they would not have the right to tax them, 
simply because they are public agencies, and that the act of the legis- 
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lature authorizing the tax exemption was constitutional. That, to 
my mind, 13 the common sense of the situation. 

Mr. Straob. I do not want to enter into a l^al discussion with 
Tou on that point, and on good grounds, that I am not a laywer, but 
I may say for the sake of the record that what you are stating, accord- 
ing to counsel, is not the fact, or that 

Mr, Williams, I think that that is the fact, and that that is ih» 
common sense of the situation. 

Mr. Straus. May I finish? 

Mr. Williams. And I think that that is the situation all over this 
country, for the simple reason that it is a nonprofit concern, and it is 
a pubhc agency, which is the same, I would say, as a school or any 
other pubhc agency that is not established for private profit, and for 
that reason it is not subject to taxation. 

I think that that is the Ii^c of the situation, and I think that that 
is what the courts of this country are holding, and what they will 
hold, 

Mr. Straus. I would like to make a statement on that, if you will 
let me. 

No court anywhere in this country, so far as I know, has held 
that these housing projects built by the locahties, with the loans 
from the Federal Government, and grants, are automatically tax- 
exempt. All that has been held by any court anywhere is that the 
statutes enacted by the legislatures, regularly and duly enacted 
statutes authorizing the locality to exempt these projects, are con- 
stitutional. 

Mr. Williams. There is no question about that at all, but 

Mr. Straus. Excuse me. That is the only point, so far as I under- 
stand it, that has been raised in any case in any State, and is the only 
point on which the courts, therefore, have ruled, and 

Mr. Williams. If they 

Mr. Straus. Excuse me, sir. Specifically, in the State of Kentucl^, 
as a matter of record, the only issue was whether the statute authoriz- 
ing tax exemption for these projects was or was not constitutional. 

Is that right, Mr. Keyserlmg? 

Mr. Keyserling. That is correct. 

Mr. Straus. And that issue was decided, as only the courts could 
decide, that the statute was constitutional. 

Mr. Williams. They could not decide it any other way; I concede 
that. As I said, that would be on the general principle that, being 
a public agency, they were not subject to taxation, anyway, and of 
course a statute exempting them from taxation would be declared 
constitutional. If that is not logical, I do not know what is. 

As I understand your statement, you are not very much concerned 
about this 10-percent initial contribution by the locafity. 

Mr. Straus. Congressman, I hesitate to commit myself without 
really knowing what your question is, that I am not much concerned. 
I would not be asking for an amendment unless 1 were deeply con- 
cerned. 

Mr. Williams. All right. What has been your operation under it? 
What have the localities actually put up? 

Mr, Straus. The locahties have in most cases floated bonds locally 
to take care of their share of the loan. 

Mr. Williams. Who has done that? 
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Mr. Strabs. In one case, a private company purchaaed them. In 
another case, local bankers. 

Mr, Williams. Who put up the bonds, is what I am getting at? 

Mr, Straus, They are bonds of the local housing authority, 

Mr. Williams. The bonds of the local housing authority are issued 
for the purpose of contributing the 10 percent? Is that nght? 

Mr. Straus, I would not use the word "contributing." Of raising 
that much of the capital. 

Mp. Williams. Of initiatii^ 

Mr. Straus (interposing). Of raising 10 percent of the capital, 

Mr. Williams. Ten percent of the mitiw capital? 

Mr. Straus. That is right. 

Mr. Williams. Is that a separate bond issue from the one that the 
U. S. Housing Authority buys? 

Mr. Straus. Yes. 

Mr. Williams. la it subject to it, or is it subordinate to the first 
lien? 

Mr, Straus. I can answer that very specifically. You ask, is it 
subordinate to the Government loan? 

Mr. Williams. Yes, or 

Mr. Straus (interposing). I was ui^d repeatedly to give that sort 
of subordination to the 10 percent, subordinating the Govenunent 
loan, and under the terms of the statute, I might have the right to do 
it, but I have steadfastly refused. The only preference that nas been 
given anywhere is to allow the earlier retirement of the local loan. 

Mr. Williams. Was it aU on a par, then, so far as the lien is con- 
cerned? 

Mr. Straus. Perhaps I should elaborate that by saying that under 
the terms of the act the amount of the Federal grant, or subsidy, 
must be applied toward the conservation of the Federal loan, so that 
the United States Government cannot possibly lose. 

Mr. Williams, How do you determine the value of the project, 
the acquisition or the development value of the project? 

Mr. Straus. On the basis of the best calculations that we are able 
to make in advance. Of course, the final cost will only be determined 
after it is completed, 

Mr. Williams. Now, I have before me the contract which you 
were kind enough to send me, between your Housing Authority and 
the Iiouisville Municipal Housing Commission. Do you have in 
mind that particular contract? 

Mr. Straus. Surely, 

Mr. Williams. What was estimated as the development cost of 
that project? 

Mr. Straus. I have it all here. The estimated project cost is 
$4,734,000. 

Mr. Williams. And, of that, you propose to buy $4,261,000 of 
bonds? 

Mr. Straus, Ninety percent of that. I am sure that tiiat is 
right. 

Mr. Williams. That is the figure that you give hero. 

Mr, Straus. Good. 

Mr. Williams, But in that same agreement, you authorize the 
issuance of $5,144,000 in bonds. 



,,Googk 



72 AMENDMENTS TO HOUSING ACT OF 1937 

Mr. Straus. That is the same queation that the President asked 
me when I took it over there. We did that for this reason, that we 
want to be sure that there is enough to t-ake care of the entire cost of 
the project. As you know, a 10-percent overrun is not too large to 
figure on, but to safeguard the Government's investment, we have a 
provision that in case the actual cost is more than the estimated cost, 
that additional burden must first be taken up by the 10 percent 
locally. 

Mr. Williams. Then you have more than 90 percent of the value 
of the project in bonds outstanding. 

Mr. Straus. No, sir. 

Mr. Williams. You cannot do it under this law, and why are you 
doing it? 

Mr. Sthaub. Because the loan contract specifically provides that 
the local contribution shall be always in excess of 10 percent. Their 
5 percent is put up as soon as we put up 50, and their 10 percent is 
put up as soon as we put up 90. 

Mr. Williams. But they get that out of the bond issue. 

Mr. Straus. Their local bond issue; yes. You mean, la it my 
opinion that we have arranged to pay for more than the actual coat? 

Mr. Williams. Yes. 

Mr. Straus. We have not. We have arranged for a margin of 
safety of 10 percent. They will not issue any more bonds than the 
project costs. 

Mr. Williams. But you have authorized it. 

Mr. Straus. We authorize it. Suppose that it ran 10 percent 
over; we would be in trouble. 

Mr. Williams. Then you would issue it? 

Mr. Straus. No. 

Mr. Williams. What is the use of having it in there, if you do 
not issue it? 

Mr. Straus. To provide for the contingency of the overrunning 
of cost, which may be as much as 10 percent, and only for that reason. 

Mr. Williams. In case you did run over the 10 percent, then you 
would issue some more bonds? 

Mr. Straus. I hope not. I do not contemplate going over this 
10 percent. I am not accustomed to doing that in my business life, 
and I do not see why it should be done here. 

Mr. Williams. I do not yet understand why you authorize the 
issuance of more bonds than the project is worth. 

Mr. Straus. I do not know how better to answer you — to tie up 
the communities to putting up the excess first. If we would allow 
for only 100 percent bond issue on the estimated cost, then the com- 
munity would be obligated to put up only the 10 percent, and I 
wanted to be sure that they would put up 10 percent of the total 
actual cost, and to do that I wanted to matte the whole picture per- 
fect, with the idea that the first excess would be assessed agamst 
their 10 percent, and that only after that had been increased to the 
full amount would the Federal Government come in. 

I am glad to discuss— 

Mr. Williams. In any event, there is no outside capital coming 
into it at all? 

Mr. Straus. No; the local loan and the Federal loan. 

Mr. Williams. The local housing authority puts up the 10 percent? 

Mr. Straus. It sells bonds for the 10 percent in most cases. 
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Mr. Williams. Then it is a bond issue exactly on a par with the 
Federal bond issue? 

Mr. Straus. No; that is not correct. First of all, the subsidies 
are first pledged to the repayment of the Federal loan, and often the 
local loan is at half a percent higher interest, some 1 percent, more 
than the Federal loan, so that they are not completely on a par. 

Mr. Williams. Well, does not the cash contribution of the Gov- 
ernment go to the payment of these other obligations? 

Mr. Straus. First to the Federal loan, and after that has been 
fully met, then it is applicable to the other loans. 

Mr. Williams. To what extent have the local authorities issued 
bonds? 

Mr. Sthaus. Almost entirely. 

Mr. Williams. Have the local authorities disposed of any of them 
to the banks, outside of the 10 percent? 

Mr. Straus. Outside of the 10 percent? 

Mr. Williams. Yes. 

Mr. Straus. Yes. 

Mr. Williams. Who bought them? 

Mr. Steaus. In one case, I know that it is a big^ financial institu- 
tion. In another case a public-spirited private citizen. In another 
case a group of bankers locally did underwrite it. It has not been 
the same in any two cities. 

Mr. Williams. I come back to my question again: Are they all 
under the same debenture and the same trustee? 

Mr. Straus. No. 

Mr. Williams. What I mean is, are the bonds that are sold to the 
local authorities and the bonds sold to the United States Housing 
Authority all in one issue? 

Mr. Straus. No, sir; entirely separate issues, completely separate. 
They have different interest rates, different security, different matur- 
ity. 

Mr. Williams. Have you always just simply drawn the line at 
10 percent and sold those bonds, or have they sold them to the local 
authorities and then sold 90 percent to the Housing Authority? 

Mr. Straus. Right. 

Mr. Williams. That has been the practice? 

Mr. Straus. That is correct. 

Mr. Williams. They have in no case put up any funds from any 
outside sources? 

Mr. Straus. No, sir; that is not quite correct, because in some 
cases there have been actual contributions made from outside sources — 
one put up a park, and the other sewage lines, or something like that. 

Mr. Williams. Have there been any capital grants at afl? 

Mr. Straus. Those constitute capital grants. 

Mr. Williams. Have there been any made pursuant to the capital 
grants section of the act? 

Mr. Straus. No, sir. Do you want me to answer why? 

Mr. Williams. Well, I can guess why; I think that we all can, 
because they would have to put up aomethii^ if they did. 

Mr. Straus. No. The real reason for that is that you cannot 
achieve low rentals by the capital grant method. 

Mr. Williams. Why can't you? 

Mr. Straus. If you want to go into a discussion of capital 
grants 
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Mr. Williams. Briefly. If they put up contributions required 
here under this law, why would it not work? 

Mr. STHAue. Why has the capital grant system for rehousing alum 
dwellings failed in every country that it has been tried in, including 
this country— that is your question? 

Mr. Williams. Yes. 

Mr. Straus. There are a number of reasons, and now you are 
right down my alley, because I have written considerably on that 
matter. The first reason it has failed, both here and abroad, is that 
the amount of the capital grant or subsidy tends to be swallowed up 
in increased costs. That tendency has manifested itself in eveiy 
country in which the capital grant method of subsidy has been tried. 

Now, No. 2 

Mr, Williams. Why should that be? 

Mr. Steaus. I do not know. Human nature being as it is, I 
suppose. 

Congressman, may I ask this 

Mr. Williams. Inat is a bald statement, that it is true, without any 
reason. 

Mr. Straits. I can substantiate that bald statement by ample 
facts and figures from at least five European countries, and am willmg 
to do that later; but meanwhile I assume you will accept that as a 
statement of fact, for which you hold me responsible. As to why it is, 
I also could go into that. It would be a rather long speech, but you 
can trust me that that is so. 

Mr. Williams. Well 

Mr. Sthaos (interposing). The second reason, and I would like to 
get this in the record — the second reason it is a failure is because it 
assesses upon 1 year or upon one session of Congress the entire cost of 
remedying a condition, which is the responsibility of a whole genera- 
tion, or two generations. To assess the cost of rehousing slum dwellers 
as a capital grant by donating this much of the total cost of the 
project would be just as sensible as putting up a hospital and donating 
as a capital grant the entire cost of maintainmg that hospital over the 
next 50 or 60 years, or, on the other hand, putting up a new school and 
saying "We will go ahead and consider as a capital grant the entire cost 
of all the education to go on in this school over the next 50 or 60 years. 

You are here making good, sir, for the sins of previous generations 
in our slums, and it is not proper — it does not work out; it never has — 
to assess the cost of makii^ good for those sins entirely on our genera- 
tion. That must be spread over the entire life of these projects. 

I hope the answer is not too long. 

Mr. Williams. I judge that you would be willing to have the whole 
section, then, stricken out of this law, if that is the situation? 

Mr. Straus. I do not want to go into other amendments, it you 
would let me off, 

Mr. Williams. That is just an idle gesture, then, to have put that 
in there, and I thought so at the time. 

Mr. Reilly. Mr. Williams, let me ask him one question. 

Mr. Williams. All right. 

Mr. Reilly. What do the bonds issued by the Housing Authority 
have in back of them? 

Mr. Straus. The three items which you will find on page 1 of this 
statement; that is, they have back of them the income from the 
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J>roperty; in other words, the social rents; they have back of them the 
ocal annual contribution or subsidy, and the Federal annual contribu- 
tion or subsidy. 

Mr. Reilly. Well 

Mr. Straus. I ought to finish that. However, the Federal subsidy 
goes first to the repayment of the Federal loan, so the local bonds have 
only a secondary claim on it. 

R is important to get that into the record. 

Mr, Reilly. I cannot see how anybody would invest in those 
housing bonds. 

That project is already mort^ged 100 percent. 

Mr. Straus, That is a swell statement. May I answer it? 

The Congressman said he could not see how anybody would invest 
in those housing bonds. I will tell the Congressman tnat if this pro- 
gram were to continue without a jot or tittle of change in the act as it 
is at present, but with merely the addition of an initial amount of 
money, we can make the entire program work and that the sale of 
those bonds is going to be increasingly possible day by day and month 
by month. That is a fact, and I am willing to nave that statement 
get into the record. 

You may properly ask, why are we seeking amendments eliminatii^ 
the 10 percent of local participation? The only reason that I am 
eliminating it ia that the President of the United States has told me 
that he wants to speed up the reemployment of people, and there ia 
not any doubt at all that if we can float the entire loan as a Federal 
loan, you can speed it up, because the machinery incidental to the 
technicahties of marketing this local 10 percent is a time-consuming 
and educational proposition, and I would not be surprised if the Con- 
gressman himself, inside of a year, would be ready to buy these bonds, 
or maybe 2 years, when he sees how safe they are. 

Mr, Reilly. Maybe that is true. But whether they contributed 
or not, they charged it up to coats, and this act provided that they 
would contribute 10 percent. 

Mr. Straus. Congressman, wait a minute, for now yon are accuair^ 
-me of not administering the act as written, and that is not fan*. 

Mr. Reilly. Under the bind issue, it goes into the cost. 

Mr. Straus. That ia ri^ht. That ia in the act. 

Mr. Reilly. I do not look upon that as a contribution at all. 

Mr. Straus. It is not a contribution. 

Mr. Reilly. It is a second mortgage that the Gcovemment has to 
pay for. 

Mr. Straus. There are no mortgages In this property, 

Mr. Reilly. It practically amounts to a second hen, that the 
Government baa to make up in subsidies. 

Mr. Williams. You say that there is no mortgage against this 
proper^'? 

Mr. Sthaus. None. 

Mr. Williams. What kind of security is there? 

Mr. Straus. I tried to make that plain yesterday. I have not 
allowed any mortgages on those properties. The moment you talk of 
a mortg^e, the localities or the bankers who hold this 10 percent want 
a first mortgage. They won't take a second mortgage. The moment 
you give anybody a mortgage, the locality wants the first mortgage, 
and I do not think it is good business for the United States Govern- 
ment to give a first mortgage on a 10-percent bond issue, and to take 
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a second mortgage itself; and so, at the risk of not going forward 
quite as quickly on this program, and at the risk of incurring a good 
deal of criticism because of going slowly, I have insisted that there 
be no mortgages. There are no mortgages, and will be none, if J have 
my way, on these projects. We have given to the local loan priority 
of repayment, and that is the only preference that I have given. 

Mr. Williams. But you have done the same thing in effect, haven't 
you? Does not your agreement create a first lien on the project and 
the income from it? 

Mr. Straus. No; it creates neither a first lien on the project locally, 
nor a first lien on the.income. It does neither. 

Mr. Williams. What is the — — 

Mr. Straus. Let me finish. You asked me what it did. What the 
^reement does is to give to the 10 percent of the bonds in that 
particular case priority of repayment. I am not a lawyer, but I know 
that there is an enormous difference between a lien on the revenues of 
a project, and they have a second lien, and a mortgage. You cannot 
foreclose a project by a lien on the revenues. You can if you have a 
mortgage foreclose on the project, and I do not want to give any 
locality or any private investor the right to foreclose on a project for 
which the United States Government has put up 90 percent of the cost. 

Mr. Williams. You do create a hen against the income, do you not? 

Mr. Straus. Yes ; a secondary lien. 

Mr. Williams. No; it is a first lien. 

Mr. Str.^us, No, sir. The first proceeds of the annual grant or 
subsidy go to payment of interest on the Federal loan. I have given 
them priority in the repayment of their capital, so that their loc^l 
capital is repaid in that particular case in advance of repayment of 
the Federal loan, and that is the only priority they have — get me? 

Mr. Williams. Yes; but the first lien is created in the same inden- 
ture that you give. It says so. 

Mr. Straus. Congressman, it honestly is not a first lien. 

Mr. Williams. Let me read this to you: 



Mr. Sthaub. What page is that? 

Mr. Williams. It is in paragraph 1. I am reading from this agree- 
ment that you have with the Louisville Housing Commission. 

Mr. Straus. The provisions of the act are very clear that the 
amount of the Federal loan or subsidy must be applied first to the 
repayment of the Federal loan, and I cannot without violating the 
dictates of the act, change that. You said that in the law that you 
enacted. 

Mr. Brown. The locality gets the priority on the first rentals. 

Mr. Straus. That is true. 

Mr. Brown. That is the difference. 

Mr. Straus. That is true. 

Mr, Williams. I do not see much diiTerence. 

Mr. Straus. Would you be willing to have counsel answer you? 

Mr. Williams. That is the way it seems to me. 

Mr. Straus. Mr. Chairman, would it be all right for Mr. Keyserling 
to make a statement on that? 

Mr. Reilly. Yes. 
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Mr, Keysehling. The loan contract defines bonds as the bonds 
taken up by tbe United States Housing Authority, and not the bonds 
sold locally. The reference to the trust indenture in paragraph L 
has to do with the indenture's securing the Federal bonds, so that the 
lien or pledge referred to here would merely apply to further obliga- 
tions taken up by the United States Housing Authority in event the 
project cost more, and has nothing to do with the local issue whatso- 
ever. 

Mr. Straus. It has nothing to do with the local issue whatsoever. 
That is the important answer. 

Mr. Ford. For clarification, might I ask a couple of questions? 

Mr. Reilly. Is Mr. Williams through? 

Mr. Williams. No. 

I want to say for the record that it was my understanding, at the 
time this legislation was passed, that the locality would actually put 
up 10 percent of this initial amount. That was my understandmg of 
it, anyway. I do not know what the other members of this committee 
thought about that, but it never occurred to me that the local housing 
authority that issued the bonds that the United States Housing Author- 
ity bought could also issue bonds to raise this 10 percent and place 
that practically on a par, on a level with the other issue. That was 
not the idea of the original legislation at all. 

Now, I asked a question yesterday as to what was the relative cost 
of the land that was used upon which these structures were built in 
comparison with the structure after it was finished, the value of the 
project after it was finished. 

Mr. Straus. I do not exactly understand the question. The value 
of the land 

Mr. Williams. How do you get the land on which you erect these 
projects? 
' Mr. Straus. The local authorities buy it. 

Mr, Williams. What is it in general? 

Mr. Straus. What is it? Partly in the slums, and partly vacant 
land . 

Mr. Williams. The part of it that is in the slum area is in places 
where you already have dilapidated, insanitary, and insecure houses, 
and they are torn down? 

Mr. Straus. That is right. 

Mr. Williams. And these buildings are erected in their place? 

Mr. Straus. Yes. 

Mr. Williams. That is, in some cases? 

Mr. Straus. Yes. 

Mr. Williams. In other cases you go out into the suburbs, or 
somewhere else, and buy vacant land? 

Mr. Straus. That is right. 

Mr, Williams. Have you any figures to show the relative cost of 
the land that is used, as compared with the finished project? 

Mr. Straus. You mean, the relative cost of the vacant land and 
land in the slums? 

Mr. Williams. I mean the cost of the land, comparable with the 
cost of the finished project. 

Mr. Straus. What percent of the total cost the land cost is? 

Mr. Williams. Yes. 
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Mr. Straus. Surely, we have. 

Mr. Williams. That is what I have been trying to get. 

Mr, Straus. All right. We have a calculation on that, but I am 
not sure that I have it here, but I have it as to slum sites and as to 
vacant sites. 

Mr. Williams, Have j^ou 

Mr. Straus. Wait a minute, now. That is not a complete answer, 
Congressman, to your question, but I can get you the complete answer- 
Meanwhile, the beat we can do is to read to you— — 

Mr. Williams. I want to know the relative co8t. 

Mr. Straus. I understand your question perfectly. You want to 
know the relative 

Mr. Williams. The percentage cost of the land. 

Mr. Straus. Tea; I know exactly what you want, and we do not 
have it here, but what I have here may do for your purpose. 

Mr. Williams. I will be glad if you put that in the record. 

exbibit ix 

May 4, 1938. 
Hon. Cltsb Williams, 

House of RepreeerUaliveg. 

Mr CoNGRESBHAN Williams: You will recall that at the hearings before the 
House Committee on Banking and Currency this moroing, you asked that we 
advise you what percentage of the cost of a. housing project is represented by the 
cost of land. 

In order properly to present this information, it will be helpful to give you the 
land-cost figures baaed: 

(i) On the Federal projects originaUy undertaken by the Public Works Adminis- 
tration and transferred to the United States Housing Authority by Executive 

{it) On five projects of limited-dividend companies whieh were financed through 
the purciiase of bonds by the Public Works Administration, which bonds are now 
held by the United States Housing Authority; and 

(Hi) On the nine non-Federal projects covered by the loan and annual-contri- 
butions contracts which have been made with the approval of the President. 

The land-cost figures for each of these types of projects are set forth in the 
following table: 
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It should be noted that in the case of the 15 sites involved in the 9 non-Federal 
projects, the estimated cost of land bears a higher relationEhip to the total devel- 
opment cost of the projects than it does in the Federal aad limited-dividend 
company projects. This illustrates that with lower construction costs (due to 
contemplated economies in construction and design) in the non-Federid projects, 
the cost of lan^ necessarily represents a higher proportion of the total develop- 
ment coat. For example, in one of the Federal projects in Louisville, Ky., the 
dwelling facilities cost S4,955 per dwelling unit, whereas It is estimated that the 
dwelling facilitiea on the project to be constructed by the Louisville Housing 
Commission will cost $3,656 per dwelling unit. 
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Since your inquiry with respect to land costs arose in connection with the dis- 
cussion of tax exemption aa an annual contribution, I should like to call your 
attention to certain factors regarding tax exemption which I may not have 
covered clearly in my testimony. 

FirHt, in determining the value of tax exemption, I do not believe it is significant 
to ascertain the taxes which were previously levied on tlie land to be ub«1 as the 
site for a project. Thus, a vacant or sparsely settled site may pay a very smfdl 
tax and, correspondingly, it will require relatively few municipal services. When 
this site is improved, the property and its occupants will naturally require a 
substantially increased amount of municipal services. Correspondingly, State 
laws invariably provide that such improved properties are taxed at a higher rate 
than vacant land — a rate which is baaed on its assessed value. These taxes are 
borne (as part of their rent) by the families who occupy the property. When 
a public-housing project is constructed upon a vacant or sparsely settled site, the 
famUies who formerly lived in taxed properties will continue to be furnished with 
municipal services even though they now hve in a project which is exempt from 
taxation. In short, the city is making a real contribution through tax exemption, 
for it must furnish, and pay the cost of, municipal services without receiving any 
taxes from the project or its occupants. 

Second, I believe that the proper method of determining the value of tax 
exemption is to ascertain the tax which would be charged against the project on 
the basis of current laws and practices, in the absence of a specific grant of tax 
exemption. Thus, in the case of the five limited-dividend projects shown above, 
the average tax now being charged and collected by the localities amounts to S2,09 

Eer room per month. If a limited-dividend project were to be acquired by a local 
ousing authority and devoted to low-rent housing purposes witn the benefit of 
Federal annual contributions, could it be contended that the value of tax exemption 
was any less than this amount which is now being collected from these projects? 

If these taxes were being waived or remitted, the fair measure of the local con- 
tribution would be the amount of the taxes now being charged on those limited- 
dividend projects. In the same way, I believe that the fair measure of the local 
contribution represented by the tax exemption of a public -ho using project is the 
amount of the taxes which would be levied on both the land and buildings 
constructed. 

Third, it should be noted that tax exemption is voluntary and not automatic. 
Since the projects are not Federal projects, but are locally owned, some voluntary, 
positive step is necessary if these projects are to be exempt from taxation. In the 
absence of any constitutional or statutory provision, these projects would be sub- 
ject to taxation. It must be remembered that there is nothing inherent in publio 
projects which makes them exempt from taxation. Tax exemption is always a 
matter of privilege and not a matter of right. Thus, there are four States where 
the housing laws do not expressly grant tax exemption, with the result the projects 
are recognized as being subject to normal real-estate taxes. In other words, it is 
optional with the State either to grant or withhold tax exemption. Public-housing 
projects are subject to taxation unless they are expressly exempted byState law. 

Furthermore, in most of the State housing laws, the local housing authorities 
and the cities are authorized to fix, or enter into contracts for, payments by the 
local authority to the city for services in lieu of taxes. Therefore, it is within the 
power of the localities (and entirely optional with them) to provide for payments 
m lieu of taxes for services rendered by the cities. Under most of the State laws, 
these payments are only limited by the cost of the usual and special services 
which are rendered for the project or its occupants — a cost which would invariably 
exceed the normal taxes that would be levied against the project. In short, it is 
generally optional with the localities whether to provide for a payment in lieu of 
taxes which could equal or exceed the taxes which would be levied on the property 
if it were not tax exepmt. In every case where credit is given for tax exemption, 
we are requiring the city and the local housing authority to enter into a contract 
that during the entire life of the project, these municipal services will be furnihed 
without any charge in most cases and in a few cases for a small sum which never 
exceeds 5 percent of the shelter rent (such sums are decudted from the amount 
of credit given for tax exemption). 

Finally, it has been urged that cities will save money in the end by granting 
tax exemption because the slums are so costly. It might just as well be urged 
that public education costs nothing because the cost of illiteracy is greater than 
the cost of education. The same argument could also be applied to the Federal 
low-rent housing contributions, for slums are costly to the Federal Governiaent 
as well as to the local government. Large Federal expenditures are made for the 
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purpose of ameliorating the evils arising from slum conditions. In other words, 
the tact that slums are costly and injurious merely proves the necessity for action 
to solve this problem. It does not prove that local tax exemption is not a con- 
tribution, any more than it proves that the Federal subsidy is not a contribution, 
since the slums are costly to both the Federal Government and the locaJ govern- 
ments. Federal and local subsidies (whether in one form or another) are both 
contributions whicli are necessary in order that rentals may be charged which 
are sufficiently low to provide decent housing for slum dwellers. 

I hope you will pardon this long exposition, but I thought you would be inter- 
ested in a fuller statement of my views on this vital question. This question if 
"" ' ' " ' ' ' "■ ' ive found that practically all citii 

ributions e?ccept through tax exem, 
e for any additional information. 

Nathan Straus, Adminutrator. 

Mr. Straus. Thanks, May I read these few figures? These are the 
cost per dwelling unit per fanuly rehouBed for land on the various proj- 
ects. It is not the exact cost, because it is not percentagewise, but in 
Austin, Tex., for a slum project — and in each case I am reading the cost 
of the land for a family rehoused, $672 in the wliite project, $308 
in the N^ro project, and $256 in the Mexican project. 

Charleston, S. C, a slum site project, cost of land per family re- 
housed, $1,375; cost of land per fanuly rehoused on vacant land in the 
same city, $261. I think that that is the most dramatic thing we have 
got; in one case $1,300 and in the other $261. 

Of course, Congressman, you are entitled to what percent^e that 
is of the total cost, and I will see that you get that tonight. I have it 
at the office. 

I might go on, and these are from typical cities. 

In New Orleans, both sites are in the slums, and there, you know, 
land costs will be considerably higher, because we have to pay, under 
the American law, for the buildings, too, whereas, under the British 
law, the Government can, by an order of the Department of Health, 
go into a slum district, declare it a slum, and buy up those old slum 
buildings and the land at the value of the land for rehousing purposes 
only, the value of the buildings, if any, being completely disregarded. 
We cannot do that here. 

I will go on with New Orleans, $1,518 per family for the white 
project; $2,000 per family for the Negro project, and those are both 
m the slums, obviously. 

Syracuse, N. Y., white and Negro projects, cost of land for each 
family rehoused, $1,938. That obviously is a slum project. 

In Youngstown, Ohio, there is a project that is lialf slum and half 
vacant, and tliere obviously you have sort of a midway between the 
two; the cost of land for eacn family rehoused is $617. 

I have some more, but I judge you do not want any more, 

Mr. Transce. Have you any for New York City? 

Mr. Brown. Give us your figures on New York City. 

Mr. Straus. Yes. The one project, a white project which is on 
slum land, partially on slum land, half one and half the other, is 
$795 per family rehoused, and the other project, which is also partly 
slum — these are not real slums, but sort of blighted districts in New 
York, and I am of course fanuliar with them, is $1,074 per fanuly 
rehoused. 

Mr. Williams. Let me ask you this: Among the contracts that 
you have made so far, have you made any in which the Federal con- 
tribution is less than Z% percent? 
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Mr. Straus. No, sir, 

Mr. Williams. Then you have fixed that as a fixed figure? Of 
course, you cannot go above that. 

Mr. Straus. Congressman, I do not like to say yes to that, al- 
though perhaps the answer is yes. I do not like it, that we have fixed 
a fixeid figure. We have endeavored to find out, first of all, in all of 
these projects what the slum dwellers do actually pay in the neigh- 
borhood. That is the beginning. That is where we start. Now, if 
the %ure that they have arrived at is such as to make it possible 
to rehouse those slum dwellers by means of this bill, using the maxi- 
mum subsidy, we go ahead. If it is possible to rehouse those slum 
dwellers at less than the maximum subsidy, I promise you that I 
won't grant the maximum. If in any case it is impossible to r^ouse 
the slum dwellers even with the use of the maximum subsidy, perhaps 
we won't go ahead at all. 

In the Austin, Tex., subsidy, we worked 2 months to hit the rents, 
not that somebody guessed at, but that a P. W. A. survey showed 
were paid by Mexicans and Negroes, and I told them that unless we 
could hit those rentals we would not go ahead with it. After a lot 
of work on those pfojeots, we have got the rents down 

Mr. Williams. Will you tell me this 

Mr. Sthaus, Wait a minute. The rentals on the Austin project 
range from S2.66 on the Negro, $2.70 on the Mexican, to $2.84 on the 
whites per room per month. Those are amazingly low. 

Mr. Williams. That system has resulted in (ufferentlal rents in 
different parts of the country; has it not? 

Mr. Straus. Yes, sir. 

Mr. Williams, This would be a rent differential between the South, 
West, and the East? 

Mr. Sthaus. It has maintained in each community, and I hope it 
will as long as I am Administrator, rents on the new projects which the 
alum dwellers in that particular area are able to pay and are now pay- 
ing. 

Mr. Williams. What effect do you think that will have on the wage 
differential? 

Mr. Straus. We are asked in the act to pay, and we must pay the 
prevailing rate of wages. Further than that, I have not made a 
study of it, and I hesitate to get myself into a discussion about things 
that I know nothing about, because one of my pet abominations m 
this life is a man who talks something he knows nothing about. 

Mr. Williams. I am talking not about the wage differential that 
will be used in the construction work, but of the effect that it will have 
upon a general wage-and-hour bill. 

Mr. Straus. I do not know. I do not know anything about that. 
You tell me. 

Mr. Williams. Here is the point that I am making. It looks to 
me that if the Government goes into an activity here which establishes 
a rent differential in the different sections of this country, there might 
be some justification for a wage differential. 

Mr. Straus. I am not going to answer that. I do not know any- 
thing about it. I just do not know. 

Mr. Williams. All right. 

Now, you have earmarkings here, according to your statement, of 
over 300 million, I believe? 

Mr. Straus. Yes, sir. 
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Mr. Williams. And you have others coming in? 

Mr. Straus. Right; every day. 

Mr. Williams. What does that earmarMng mean? Does that 
mean that these local authorities have already made arrangements to 
go into operation? 

Mr. Stradb. Let me answer the Congressman. What does an ear- 
mar king mean ? 

Mr. Williams. Yes, sir. 

Mr. Sthaub. First of all, there is nothing in the act providing for 
an earmarking. The earmarking was an invention of^ the Admin^ 
istrator. 

Mr. Williams. I understand that, too. 

Mr. Straus. It was made solely to accomplish a purpose and that 
purpose was to enable the local housing authority to get to work, 

Now, if you wish to get a picture of now it works, you will see what 
an earmarkii^ is in about 3 seconds. 

Mr. Williams. I imderatand 

Mr. Straus (continuing). A local housing authority comes to us 
and says that they want to have a contract for a loan. They have 
then no land. They have very little local interest. They have not 
yet got a technically equipped staff to go ahead and make the neces- 
sary surveys, but they say to me, "Mr. Administrator, if you will set 
aside some definite sum of money for us, we can go back to our local* 
ity and arouse enough local interest so that we wnl come to you in 30 
or 60 days ready to ask you for a loan." 

Mr. Williams. Then they have been successful? 

Mr. Straus. Yes, sir. 

Mr. Williams. Why change that plan? 

Mr. Straus. I do not want to change it. 

Mr, Williams. They have been workup and have been able to 
raise that 10 percent? 

Mr. Straus. I want to say to you, most emphatically, yes. 

Mr. KoppLBMANN. May I— — 

Mr. Straus (continuing). I am not asking for this amendment for 
any other reason than the one I told you the first day, that this act 
would work as you have written it, and we have overcome some of 
the big difficulties in the way of minimum costs equivalent to demoli- 
tion. It will work, but it will work faster, if you want to get more 
people to work quickly, if we can lend the larger amount. 

Mr. KoppLEMANN. Permit me 

Mr. Williams. Just a moment. 

These different cities that have made these applications have 
assured you that if you will set aside the money, they will make 
arrangements to comply with the act. 

Mr. Straus. They have not assured me; no, sir. 

Mr. Williams. "Hiey have not done that? 

Mr. Straus. No, sir. An earmarking does not mean assurance. 

Mr. Williams. I think that the 10 percent contribution, the way 
it has been handled under this law, cloes not amount to anything. 
If that is what it is, that was never my intention, so far as thisle^la- 
tion was concerned. I think I am the one who wrote that provision 
in there, and it was my intention, when that went in there, that it was 
to be a local contribution from outside sources. 

Mr. Straus. You mean an outright gift? 

Mr. Williams. Yes. 
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Mr. Stradb. May I ask the Coi^esBman whether he meant that 
the 10 percent should be, in his belief 

Mr. Williams. Well 

Mr. Straus (interposing). I do not want to misquote him-^an 
outrightgif t? Is that right? 

Mr. Williams. I meant that they had to put up 10 percent of the 
coat of the project 

Mr, Straus. Ab a gift, or grant? 

Mr. Williams. Oh, yes. 

Mr. Stkaus- I am not trying to catch you. 

Mr. Williams. By the <aty. 

Mr, Straus. By the city? 

Mr. Williams. Yea; and we discussed that question 

Mr. Straus. Excuse me, but 

Mr. Williams. We discuased that very proposition before this com- 
mittee at that time, and Mayor LaGuardia and others were here, and 
I did not know that cities could not make that contribution. 

Mr. McKeough. You wanted to make it 25 percent. 

Mr. Williams. It was just clearly the intention of this committee 
that that should be done by the local authorities, and 

Mr, Straus (interposing). I am very anxious to get one thing on 
the record. Would you mind my asking the question, or stating the 
fact you thought? May I put this in the record, that the Coi^ress- 
man stated that it was his understanding of the bill that the 10-percent 
local contribution was to be an outright gift, and not a loan? 

Mr. Williams. I will say ^ain that it was my understandii^ that 
it was the intention of this legislation that there should be a local 
contribution, originally, of 10 percent put up on the cost of the project 
by the local authorities— city, county, or State. 

Mr. Patman. You mean, just give it absolutely away, a gift, no 
strings tied to it? 

Mr. Williams. I do mean that. They, the cities or State, could 
raise the money and donate it, with the provision that it will he paid 
back to those from whom they borrowed. 

Mr, Straus. That is what they are doii^, Congressman, just what 
you stated; they have raised it as a loan, and paid it back. 

Mr. Ford. I would like to get a chance to clear that up. 

Mr. Straus. 1 am yery anxious to get through. 

Mr. Williams. Is there any question about that, that that was the 
intention under the grant provision? 

Mr. Straus. I have been trying to get an answer in ever since 
immediately after the Congressman's statement. 

Mr. Williams. Well, all right. 

Mr. Straus. There is no provision under the method of financti^ 
that we are discussing now for either a Federal capital grant or a local 
capital grant. I, obviously, know nothing of the discussions in the 
committee, but will state that there is no provision in the law at 
present either for a Federal capital grant or a local capital grant under 
that method of financing which we have been and still are discussing. 

I will go further and 1 will say that if you had written into the law or 
ever do write into the law a provision for a local capital grant, you can 
foi^et your housing program; you can forget your program of rehousing 
slum districts untU every State constitution is revised to enable cities 
to go beyond their debt limit, and I am sure that that will be beyond 
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the lifetime of most of us here. That was not in the act, and if it 
were in the act, you would not have an act at all. 

Mr. Williams. That was tlie intention, as I say, according to my 
understanding of it, and the ai^ument was made then that you are 
making now, that if we put that in there, the cities could not raise the 
money and would not do it. 

Mr. McKeough, Mr. Williams, may I offer an obaervation right 
there in connection with that discussion? 

When the or^;inal bill was before the committee, it is my recollection 
because of the inability of cities to do more by reason of their bonded 
debt being already reached, the maximum, that in lieu of the cash 
contribution they would take services in the way of community serv- 
ices. Is that correct? 

Mr. Williams. No. That is for the annual contribution only. 

Mr. FoBD. Here is what my understanding is. Mr. Straus, does 
this make it clear? Here is a proposition of a million dollars. The 
local community is supposed to put up $100,0Q<), or 10 percent. The 
way the local community gets that money is that their housing author- 
ity goes out and sells $100,000 worth of bonds. 

Mr. Straus. Right. 

Mr. Ford. Now, what security have the people that bought the 
$100,000 worth of bonds? 

Mr. Straus. The security 

Mr. Ford. Just a moment. 

Mr. Straus. Excuse me. 

Mr. Ford. Let me see if I have it right. Their security is a lien 
on the net income of the project, after interest, amortization, opera- 
tions, and reserves are provided for? 

Mr. Straus. After interest. Leave out the word "amortization." 
After operations and interest? 

Mr. Ford. And reserves? 

Mr. Straus. And reserves. 

Mr. Ford. All right. That is what it provided for? 

Mr. Straus. Correct. 

Mr. Ford. Now, how is that money coming in? What is the in- 
come tliat they have a Hen on? 

Mr. Straus. They have a lien 

Mr. Ford (continuing). The income is the $35,000 a year that 
comes from the Federal Government? 

Mr. Straus. They have a second lien there. 

Mr. Ford. There is $35,000 a year that comes from the Federal 
Government. There is the local contribution of approximately 
$7,000. 

Mr. Straus. Go ahead. 

Mr. Ford. Then they have that rental from the property, the 
rental income — and there you are. 

Mr. Straus. There you are — right. 

Mr. Ford. If they have sufficient confidence in their local housing 
authority that that proposition will enable them to recover their money 
in a period of, say, 20 years, and receive 4 or 5 percent? 

Mr. Straus. No; not 4 or 5 percent. Tiiree and a half percent is 
the most interest I have allowed anywhere. Three percent, usually. 

Mr. Ford. That is the only priority thev have, that they will get 
their money back eariiar than the Federal Government. The Federal 
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Government gets its money in 60 years, and they get theirs in 20 or 30, 
or whatever you agree on. That js the only priority they have? 

Mr. Steadb. Ttmt is right; only we have never gone as high as 20 
years. Fifteen years. That is a complete statement of the situation 
as it is in most of the cities. 

Mr. Williams. One or two more questions, and then I will quit. 

Mr. KopPLEMANN. May I ask a question on the 10 percent? 

Mr. Williams. Let me ask you this: Under this law as it is now^ 
how much, in dollar contributions, can the Federal Government 
make? 

Mr. Straus. Under the present law? 

Mr. Williams. Yes. 

Mr. Steaus. It is stepped up. It is $7,500,000 and it finally goes- 
up to $20,000,000. 

Mr. Williams. Annually? 

Mr. Straus. Yes. 

Mr. Williams. You are asking, as I understand it, in your bill for 
$50,000,000. 

Mr. Stradb. Yea. 

Mr. Williams. Why? I ask that for this reason. As I understood 
you a while ago, you said that it could not go beyond $35,000,000. 

Mr. Straus. The question is, why am I asking for $50,000,0000, 
when the maximum expense to the Government of the Federal housing 
loan prc^am is $35,000,000? 

The reason is that I have some hopes that as this program develops, 
we may be able, as has been done abroad, to interest private capital 
in coining into it, which would somewhat reduce the amount of the 
. Federal capital needed for a Ipng-time program, and I think that 
that would give the Members of Congress, and the Treasury, a cer- 
tain feeling of reassurance that these bonds are good, if you get me, 
because if private investors are willing to buy them at the low mterest 
rate, they must be good. 

In the hope that we may be able to do that, I want a little elbow 
room. I only need $35,000,000, but if you give me $50,000,000, we 
may be able to accomplish that. 

Mr. Williams. In other words, you would make an annual contri- 
bution if it was financed entirely by private capital? 

Mr. Straus. No; not entirely. But instead of getting 10 percent 
fts now, we may get 20, 30, or 40 percent from private sources. 

Mr, Williams. What objection would there be to an annual con- 
tribution if it is financed by private capital? In other words — ~-y 

Mr. Straus. I understand your question perfectly. Your question 
is, what objection would there be to allowing private capital to put 
100 percent of the cost of these projects? 

Mr. Williams. Yes. 

Mr. Straus. There would be none, Congressman, if we were able 
to get private capital on that scale into the project at a low enough 
interest rate. 

You gentlemen do not understand, or I do not think some of you 
do, how the interest rate affects rents. We have got to keep our inter- 
est rate down. We cannot afford to pay 5, 6, or 7 percent. The 
Government is willing to lend money at 3 percent or less. We ought 
to pay not more than Z% percent. 

Mr. Williams. At any rate, tliat is your reason for wanting the 
additional amount over the possible $35,000,000? 
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Mr. Stbaxjs. That is right. I want to have it, if you will give it to 
me. , 

Mr. Williams. And you are also asking for an additional bond issue 
here of $500,000,000? 

Mr. Straus. Yes. 

Mr. Williams. You want that now. The other is stepped up, 
too, isn't it? 

Mr. Sthaus. You see, we have today $300,000,000, with another 
$200,000,000 becoming available after next July Ist. I am asking 
for $500,000,000 additional now. 

Mr. Williams. Have you $300,000,000 available now? 

Mr. Straus. Yes, sir, 

Mr. Williams. But there is $200,000,000 comii^ after July 1938? 

Mr. Straus. 1939. 

I made a misstatement. Counsel has just corrected me. Actually, 
as of this date, we have only $200,000,000, I am constantly tbinVirig 
in terms of $300,000,000, because I am making contracts now and the 
payments, you know, won't be necessary until after July 1st. 

Mr. Williams. You will have $200,000,000 after July 1? 

Mr. Straus. Two hundred million doDars after July 1, or $300,- 
000,000 total; and after July 1, 1939, we will have an additional 
$200,000,000. 

Mr. Williams. That is my recollection. 

Mr. Kopplemann, Now, Mr. Straus, with reference to the 10- 
percent discussion, and for the benefit of Mr. Williams, whom I respect 
very highly, let me set forth the situation as it exists, particularly in 
Connecticut. A committee of philanthropic organizations, social 
agencies, oi^anized and unorganized labor groups, called upon our. 
mayor for the appointment of a local housing administration, on the 
ground that my city could not provide this 10-percent contribution. 

Mr. Williams. They thought it was 10 percent, didn't they? 

Mr. Kopplemann. Yea. 

Mr. Williams. Surely, 

Mr. pATMAN. The contribution? 

Mr. Kopplemann. Now 

Mr. Straus. May I interrupt you? There never has been any 
thought in your community that it was a 10-percent contribution? 

Mr. Kopplemann. Not in the community, no; but on the stat«- 
ment of the mayor. He refused to appoint such a committee, stat- 
ing that the law of the State of Connecticut did not permit it, and 
they passed a peculiar act with reference to this Federal measure, in 
the Legislature of Coimecticut, providing that on any loans made in 
excess of the 90 percent that was loaned by the Government that 
percent must be bad from the Federal Government. There were no 
other means permitted to a local housing organization, committee, or 
whatever you want to name them. The result was that that stopped 
any contracts, and a great many apphcations had been made, or are 
in process of being made, but thCT are estopped by our State law. 

A committee called upon the Governor and asked him to call a 
special session of the legislature, and he refused to do that. The 
result in our State is that we have no possible chance to get the benefit 
of this act, unless the proposed amendment as offered to this com- 
mittee now is accepted by tne committee and the Congress. 

Mr. Reilly. Can your city give tax exemption? 
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Mr, KoppLEMANN. I believe it can. 

Mr. Straus. The answer is "yes." 

Mr. Tranbue. You are no worse off than a great many others. 

Mr. KoppLEMANN. That is right. 

Mr. Williams. You are no worse off than they are in Missouri. 

Mr. KoppLEHANN. I mentioned Connecticut as an example of the 
situation that probably exists in a great many other States, and I 
want that to go in the record as a reason for the adoption of this 
amendment. 

Mr. Reilly. Mr. Straus, can you come back tomorrow? 

Mr. Straos. Surely, if you want me to come. 

Mr. Patman. How near through are we? Do we want to finish 
tomorrow? 

Mr. Reilly. I do not know. It depends on when we get through. 

(Thereupon, at 12:02 p. m., an adjoummflnt was taken until 
Wednesday morning, May 4, 1938, at 10:30 o'clock.) 
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wednesday, mat 4, 1938 

House of Repkesentatives, 
Committee on Banking and Cubbbncy, 

Washington, D. C 
The committee met at 10:30 a. m., Hod. Michael K. Keilly presid- 

JDg. 

The (ollowir^ members of the coDmuttee were also present; 
Messrs. Williams, SpeDCe, Farley, Kopplemann, Ford, Brown, 
Fatman, McKeough, EvaDS, Transue, Luce, Gamble. 

Mr, Rbilly. The committee will be in order. 

STATEHEHT OF NATHAN STRAUS— Resumed 

Mr. Reilly. Mr. Straus, I hold in my hand a copy of the Washing- 
ton Herald of May 4. Under the heading "Merry Go Round" there 
13 a write-up about the allotments for construction of houses and the 
clearing of slums in some of the southern cities. The statement is 
made that in this particular case the object is to assist northern indus- 
tries in emigrating to the South. 

What have you to say about that? 

Mr. Patman. What city do you refer to, Mr. Chairman? 

Mr, Rbilly. Gadsden. 

Mr. Patman. Gadsden, Ala.? 

Mr, Reilly. Yes. 

Mr. Steaub. Gadaen, Ala., and Akron, Ohio; the statement con- 
cerned a contrast of the two. 

The contention of the article is — 1 read it this morning— that 
because the allocation or earmarking for Gadsen is in proportion to its 
population larger than the earmarking for Akron, there is some 
sinister intent. 

Now, the relation of the amount of earmarking to the population 
is determined by a number of factors, but the extent of slums in the 
city and, more important than that, the limitations of the act. 

We cannot give each individual State more than an earmarking of 
$50,000,000, and in some of the States, of which that is one, we are 
up against pretty nearly that limit. Therefore, in States Uke Ohio 
and New York and Pennsylvania we cannot give the cities as much 
as they would be entitled to were they in other States. 

So far as assisting the rubber industry is concerned — perhaps the 
chairman has not noticed that he says that we are assisting the rubber 
industry to move to Gadsen froili Akron^that must he for the new 
plant that the Goodyear Rubber Co. is going to establish to make 
rubber doughnuts and rubber pretzels; that must he the plant to 
which he has reference. 
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Mr. Reillt. What truth is there in the statement? Is the rubber 
company going down there? 

Mr. Straus. Congressman, I do not know anything about the 
statement. I did not think it was worthy of a serious answer. I 
have not the slightest idea where the information comes from or what 
it is all about or anything else. I read it this momii^, as you did, 
and I smiled and passed on. 

Mr, Pathan. You certainly did not have anything like that in 
mind in making the allotment? 

Mr. Straus. I honestly do not think it is worthy of ajiy comment. 
If, eveiy time a colummst is going to make a crack 

Mr. Patman. I do not think so. 

Mr. Straus. As to why we go to some particular city, we would 
have nothing else to do. We have not demed any city that showed 
us slums and would like to remove those slums, the benefits of the act. 
And as I read the act, that is the intent of the Congress, That is 
the spirit in which we are carrying it out. 

Mr. Reilly. What makes me ask concerning that situation partic- 
ularly b this. There is no city in my district of 20,000 or 25,000 or 
30,000 population that would have any use for a $900,000 slum-clear- 
ance project. I do not know of any other cities in the country of such 
small size that are entitled to any such apppropriation to clean up 
slums. Up until recently it has not been necessary to appropriate 
for small towns. We have had only one city in the State of Wiscon- 
sin — Milwaukee — that has got any appropriation for the clearance of 
slums. 

Mr. Straus. I can only repeat as to the intent of the act, that it 
was not to be confined solely to the larger cities but, on the contrary, 
we were to spread its benefits as widely as possible. 

And I want to repeat that— whether I am wrong or whether I am 
right — that is the spirit in which the act has been administered. 

Mr. Ford. If you follow the debate in the House, you wUl find that 
that was very much emphasized. 

Mr. Reilly. Are you going to build on new ground or on some slum 
area in Gadsen? 

Mr. Straus. Gadsden, Ala., is one of the cities, sir, for which ear- 
markings only have been made. In those cities, by the terms of the 
earmarking— and I can send you a copy of the letter that we write 
to these people — it is specifically stated that no specific site or plan is 
approved. That is why it is an earmarking, and not a contract. 

Mr. Reilly. Do they not submit their program, to indicate what 
they are going to do? 

Mr. Straus. No, sir; they do not. All they do in a case like tiiat 
is to prove to us that they have slums and that they have need for 
this program; that they have a duly constituted housii^ authority 
technically qualified to do business. And if they come to us and prove 
that, and we have money left in that State, we give them an earmark- 
ing. And then the work begins. It takes 2 months, sometimes it has 
taken 3 months, before we have written a contract. 

Mr, Reilly. Mr. Luce, have you any questions? 

Mr. Luce. Mr. Straus, I want to thank you for the financial state- 
ment you have put at our command, which makes it po^ible to imder- 
stand much better the whole situation. The one headed "J^ancial 
Analysis of Annual and Local Costs, Etc." I found valuable far making 
some oalculations which seem to me of importance and interest. 
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You used the temiB "economic rent" and "social rent" in your 
Btatement; economic rent, a8 1 understand it, being the rent that would 
be necessary if the enterprise were conducted by a private individual 
for purposes of ordinary gain and social rent bemg the rent that you 
contemplate getting, with the social conditions paramount. 

I find, according to your figures, you estimate the economic rent 
of a five-room house to be $607.20 a year. That ie the rent that a 
private real-estate investor would find necessary to get to reimburse 
turn and give him a reasonable profit. 

You contemplate, however, furnishing low-cost houses for a social 
rent of $249 a year. That is for a five-room house, at the average 
cost of a thousand dollars a room. 

And I observe in the statement freshly aid before us this morning, 
you take that same basis for estimate, $1,000 for construction and 
$250 for land. I am not sure whether the $250 is multiplied by five 
or not, in order to compute it for a five-room house. 

Mr. Luce. Or a five-room apartment. I am going to ignore that, 
although it would make a showing, if included, somewhat more 
serious than that which 1 already find. 

Mr. Straus. Congressman, if I may interrupt you there. The 
price of $250 for land is, in all the figures I have given you, per dwelling 
unit, not per room. 

Mr. Luce. Per dwelling unit? 

Mr. Straus. Just a minute. Congressman. Let me check that up, 
because I do not want to make a misstatement on this; it is important. 

What was your figure ^ain, Mr. Congressman— the land figiye 
that you have taken? 

Mr. Luce. Upon your statement of this morning, the heading is, 
"$800,000 rooms, at $1,000 for construction and $250 for land." 

Mr. Straus. I beg your pardon, sir; you are absolutely right. 
That is 81,000 per room construction and $250 per room for land. 
Your statement is correct and I was wrong. 

Mr. Luce. Then I should have to add on five times S250, or $1,260? 

Mr. Straus. Yes, sir; that is correct, 

Mr. Luce. If we have occasion to use the figures later on, I will 
refigure them, as it would make the showing still more serious. 

Now, last year, the W. P. A. basing its inquiry on 1936 prices and 
investigating in 59 cities, found that a four-person manual laborer's 
family needs $1,261 a year for basic maintenance. The proportion of 
income that should be used for housii^, for rents, is estimated variously. 
I have at my command several of the figures that have been given on 
that. As nearly as I can make out, 18 percent is probably what should 
be allotted for "housing. 

Mr. Straus. Congressman, would you mind if I interrupt, or 
would you prefer not to bo interrupted? 

Mr. Luce, I do not care; go ahead. 

Mr. Straus. Because your figure is much too low for these lower 
income groups. It runs as high as 30 percent and 40 percent and we 
consider ourselves fortunate when we can keep within the neighborhood 
of 20 percent or 23 percent. 

Mr. LucB. That makes the figure still more serious, 

Mr. Straus. I do not know what the figures you have will show, 
I am tryii^ to h^p you get the facts. 
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Mr. Luce. I am leading up to that. Now, assuming for the 
moment that, what the P. W. A. found as to these manual laborers in 
59 cities, was accurate, if 18 percent were used for housing, that would 
be $226.98 a year. 

Now, the economic rent of $607.20 a year would be the rent normally 
and usually paid from an income of $3,317. Therefore the housing 
that you propose to fumiah is that which would be naturally ana 
normally used and paid for by families with an income of $3,317, 

Then you are gomg to dispossess families that have an income of 
' less than $1 ,261 a year. Mamfestly, none of the persons you dispossess 
will be accommodated under this new housing proposal, because it is 
impossible to conceive that they can now pay the rent that could 
normally be paid by families with an income of $3,317 a year. 

A family with an out^o of $1,261 a year should pay $226.98 for rent, 
which would be $18.91 a month. 

Now, returning to the figures I used in starting this statement. I 
find that while economic rent is $607.20 and the social rent is $249, 
subtracting one from the other leaves a subsidy, a grant, if you please, 
of $358.20 to the families that will occupy your new construction; 
$358 per year grant to families with incomes of over $3,000 per year. 

Now, taking a concrete case — and I take it at random, but use the 
same basis I spoke of the other day— take the case of Jolmson City, 
Tenn. 

You plan in Johnson City, Tenn., to dispossess 60 families, more 
or leas, now occupying what is represented to you as a sluni or a 
blighted area. You propose to replace them with 60 families having 
incomes of over $3,000 a year. 

Will you please make clear to me, the moral, the ethical justifica- 
tion for subsidizing 60 of the families in Johnson City? When you 
do subsidize them, you immediately break down the I'ent rates of the 
remaining approximately 5,000 families. You favor 60 families and 
you hurt the real estate occupied by 5,000 families. 

At the same time you throw, not on the street, but you throw on 
the town, 60 families who are now able to occupy and pay for the 
tenements or shacks or hovels, whatever they may be, in which they 
live. Their income will not permit them to live in anything else. 
If it did, they would. They are living in shacks and hovels because 
God made them unable to earn more. It perhaps is the right doc- 
trine which prevails in Russia that we should give each according to 
his needs, and not according to what he produces. But assume Siat 
we continue the practice of the rest of the world, of paying men in 
accordance with what they produce, there is no reason to expect 
that a dispossessed family will earn any more than they do now or 
live in any better quarters than they do now. ThOT cannot afford 
it. Manifestly, if they could afford it, they would. It is the history, 
it is the observation of all that men get as good houses as they can 
afford. 

Now, where is your social gain in continuing those 60 famihea who 
are dispossessed in the same type of houses that they have occupied 
previously, and perhaps creating a new slum, by the process of allow- 
ing 60 new families to come in there and live at a subsidy of $358 a 
year? 

Mr. Straus. Mr. Chairman, let me first of all clarify these figuras 
so far as I am able to and so far as 1 understand them. 
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The social rents which we are discussing — I have made this calcu- 
lation just now — is $4.15 per room per month. If we multiply that 
by four rooms, wiiich would seem to be a fair, normal average, we get 
& rental of $16.60 per dwelling unit. If you multiply that by 12 for 
the 12 months of the year, you receive a rental figure of $199.20 a 
year. 

A rental of $200 a year is fair and reasonable for a family with an 
income of $800 to $850 per year. 

We are rehousing under this program families with incomes between 
$600—1 would say that is the minimum limit, perhaps $550 a year — 
to a maximum of $950 to $1,000 a year. Those roughly are the limits 
within which this program is working. 

I want to come back now, after those figures, to the other state- 
ment. If I understood the Coi^:ressman correctly, he stated that 
God made these families unable to earn more; was that correct? 

Mr. Luce. That is it. 

Mr. Straus, That philosophy, which presumes that God mtide 
people unable to earn more than a certain amount is wholly repugnant 
to me, and, I believe, is repugnant to all of those who have labored on 
the housing program. That same argument was used in the laissez 
faire years of the eighteenth century in England to justify 12 hours 
a day and 14 hours a day of work by children from 6 to 10 years of 
age in the cotton mills of Lancashire. That same argument was used 
prior to the French Revolution to permit people to live like animals 
m central Europe. 

I do not believe personally, for what my own opinion would be 
worth, that God ever intended human beings, created in his image, 
to live in slums. However, that, I realize, is rather far afield. 

More specifically and more directly addressing myself to the con- 
crete aspects of the problem. You, sir, made the implication — in 
fact, the statement — that there was something of Russia or communis- 
tic in this housing program. It so haj^pens that one of the poorest 
rehousing jobs done anywhere has been done, so far as my knowledge 
is concerned, in Russia. 

The countries that have done the outstanding rehousing jobs are 
conspicuously Sweden, Holland, Switzerland, and, above all^ Great 
Britain, I do not think anyone would contend that those nations are 
tinted with communism. On the contrary, we are accustomed to 
thinking of them as the strongholds of republicanism, private enter- 
prise, and democracy. 

Those nations are pushing forward on the philosophy and on the 
theory, which I ventured to state yesterday, that the rehousing of 
slum dwellers and the subsidies incidental thereto constitute, not a 
contribution to the famihes immediately benefited, hut rather a con- 
tribution to the well-being of the State as a whole. 

That, sir, is the only ground on which we can justify the relatively 
high cost of rehousing one slum family, just as it is the only ground 
on which we can justify the relatively high cost of educatii^ one poor 
child. 

The figures which we have presented and which I believe are 
dependable show that we will, under this l^islation which you enacted, 
be able actually to rehouse slum dwellers, and rehouse them decently 
amid Burroundii^s that will not become slums. And I want to em- 
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phasize that the program is addressed and is addressed solely to those 
low-income families not on relief, who have incomes between $550 snd 
$600 as the low limit, and between $950 and $1 ,000 as the upper limit. 

Mr. Luce. In the first place, I would point out to you tnat I said 
nothing in commendation of any system anywhere, but was talking 
about the facts of the case. As to Russia, I was simply pointing out 
that Russia is accepting or started to accept and is now abandoning 
the theory of fumi^ing to each according to his needs. That theory 
has failed even in the countries of our own time that have made the 
most earnest attempts to apply it. 

Now, coming back to the figures. Taking your own figures, just 
as you have laid them before us, I, with the utmost care, have made 
the computations to which I have called your attention. And that I 
was justified in so doing 1 would again repeat is shown by the statement 
this morning where you base your computation at 800,000 rooms at 
$1,000 for construction and $250 tor land. Those are your figures, not 

Mr. Stbaus. That is correct. 

Mr. LuCB. I took your figures as the basis of calculations, and I 
think the results show what I want. 

You have left me in doubt by what you have said previously and 
what you are now saying in the matter of rehousing. You gave us to 
understand that you meant to furnish proper housing for all dispos- 
sessed families. You have not yet shown us how you contemplate 
doing that, at a lower cost than you are going to give. My illustration 
was that of provision for 60 families with a project allotment of 
$300,000. 

May I ask if you intend to place the dispossessed 60 families in 
houses of the new scale, at what you call the social cost, or whether 
you propose to put them in houses of economic cost? 

Mr. Straus. Mr. Chairman, there is never any attempt in any 
housing program of which I kriow, to allocate the particular families^ 
to the particular houses built. The object is rather looking to the 
social benefits by eliminating slums and providing new quarters, at 
least equal in number, for rentals which slum dwellers in that com- 
munity, in that general neighborhood, in that city, have paid. 

I would like to emphasize to the Congressman in that respect — 
and I believe it is important — that nothing which we are here doing is 
new, or novel, or unaccustomed, or strange, except to some of us in 
America who are not wholly familiar with the housing movement 
abroad. 

These principles are tried; these principles are tested; these prin- 
ciples have been successfully used abroad. 

Mr. Luce. That is not my question, sir; if you will pardon me> 
I would like to get one fact at a tune into my head. 

Mr. Straus. Yes, sir, 

Mr. Luce. Returning to my question with the specific illustrationi 
John Jones lives in a shack and contributes to the appearance of the 
blighted area. You want to improve it. So you say, "John Jones, 
you move." Where is he going? 

Mr. Straus, It depends on what John Jones earns. If John Jones 
occupies an insanitary shack and is on relief, then the city police power 
will close up that shack as should have been done long ago, and as it 
would have done would that not create an intolerable shortage of 
housing. 
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If John Jones, on the other hand, is a member of a family having 
an income, which is the average for slum dwellers in that neighbor- 
hood — approximately between $600 and $1,000— provision for John 
Jones is beii^ made m the new projects to be built. 

But when a new school is put up, or a new fire house, it is not di- 
rectly addressed to some particular 60 families. It is an attempt to 
meet the needs of the neighborhood. 

Housing, in another sphere, if it is successfully conducted, does the 
same thing. 

Mr. Luce. Now, I have reached the point where you indicate your 
intention to take a slum dweller with an income of $600 to $900 a 
year and put him in quarters that would normally be occupied by a 
man with an income of $3,317 a year. He has an income of $600 to 
$900 a year. You feel obligated to fumiah him a home, a decent 
home. You are going to put him in the new house, in quarters that, 
if there were five rooms in the dwelling — and that is the basis that 
you have yourself used; I did not use the figure "four rooms," I used 
five rooms because you used a five-room basis — you are goii^ to put 
this man with an income of $600 to $900 a year into quarters that 
would normally be occupied by a man with an mcome of $3,317 a year. 

What is the social or ethical justification for that? 

Mr. Straus. Mr. Chairman, in the first place I would like to point 
out that we did use a 4-room basis — I just verified that by asking — in 
all of these figures. I do not know why we suddenly changed to 5, 
but standard housing practice the world over is to go by a 4-room 
basis, not that that is particularly more right than a 5-room basis, 
but for the poorer family, you are better able to solve your problem 
in using that, and we invariably, in all our calculations, have used it. 

However, you might say that is immaterial. The real question, as I 
understand it, is how can we rehouse these poor slum families in the 
building that would normally be occupied by a relatively high income 
group, and the answer to that question, and to my mind the perfectly 
overwhelming answer to it is, that you are including the cost of the 
new dwelling as though it were a cost arrived at wholly independently 
of the purposes and provisions of the act. 

That cost is dependent upon certain factors which have nothing 
to do with the ord nary home when private industry builds a house. 
May I be specific? 

The bill specifically provides that the houses must be built at the 
prevailing wage rate. Much of the building today is done, as you 
know, not at the prevailing wage rate. That is certainly a factor in 
increasing costs. 

Moreover, the provisions of the bill provide, and they must provide 
to accomplish its objects, that the building be done so as' to destroy 
the slums, and in many instances, as I read off yesterday, and you have 
before you a statement on the subject this morning, the land costs far 
more than it would cost if it was a private man building his own home 
or having his own home built for him on vacant land. 

We have a third provision which tends to make the costs of these 
buildings somewhat high, and that is the provision that tbe buildings 
must last 60 years, so that we can amortize them over a longer perioid 
and thereby achieve the lower rentals. ', 

Mr. Luce. I realize all that, sir. That does not bear, I respectfully 
3ubmit. on the point that I am raising. When I find that the median 
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income of the toilers in this country is somewhere about $1,600 a year, 
that is to say, that half the people are earning less than $1,(»00 and 
half more, without bringing in the question whether the rooms that 
they are to occupy should be rented for $3,300 or $3,000 or $2,700 or 
$2,400, I simply find myself unable to see the social justification of 
takit^ 60 famines out of perhaps the 3,000 with more than average 
income in a small city and giving them a preferred status in the 
matter of bousing cost. 

I am not talking about the millionaires, or those with large incomes, 
but I am talking about the great masses of our people who live in 
homes that cost from $4,000 to $5,000. I cannot understand the 
social or moral justification of favoring tlie man who cannot produce 
as much as his neighbor, whether God has made it so, or however it 
came about — I did not mean anything irreverent in the matter, I am 
simply looking at human nature — I cannot see why it is desirable to 
subsidize a minute part of a city's population at the expense of all 
of the rest. I am confining myself just that one point. 

Majr I ask you if you think the importance of cleaning out these 
slums is so great that we ought to institute the policy of subsidy for 
a minute part of the population? 

Mr. Straus. Congressman, I will attempt to confine myself just 
as closely to the point, which is whether I believe that subsidy is 
justified to, as you phrase it, the man who cannot produce, in order 
to clean out the slums, and whether the cleanii^ out of the slums is 
important enought to justify that expenditure. 

Personally I would answer unqualifiedly yes to both questions. I 
think that it is far less important to get into fine-spun theory as to 
whether this subsidy is in conformity with certain other fine-spun 
theories, than it is to use the means at our disposal to eliminate these 
slums and provide decent housing for the slum dwellers elsewhere. 

I am not sufficiently convinced of my own wisdom or even of the 
wisdom of the legislators to be able to determine what the ultimate 
implications of every one of our acts may be in terms of what is going 
to nappen many years from now as a resmt of our action. 

I am, however, sufficiently satisfied, and that again' must be housing 
theory, that it is a feasible thing to destroy the slums of the cities 
and rehouse slum dwellers decently by means of subsidies and by means 
of a method tried and tested abroad, that I am ready unqualifiedly to 
assert my belief in the soundness of that principle. I am more intei^ 
ested in taking human beings out of miserable hovels toda^ than I am 
in testing the theory by which they are taken out of them in the light 
of certain preconceived notions as to the future of society which I 
may rightly or wrongly entertain. 

Mr. Luce. I submit, sir, that T have advanced no fine-spun theories, 
that I have used nothing but facts as contained in your own figures 
and in the figures of the Works Progress Administration, and that I 
have attempted at least to confine myself to a hard-headed, practical 
Yankee point of view. 

I am not looking at the ultimate result, but at the instant result in, 
for example, Johnson City, in view of the fact that you have come 
before us with a billion dollar program, and are asking us to add 
$100^000,000 to the contingent debt of the Government, when the 
pubUc debt is abeady close to the calamity point. 
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For one, again, as a man of affairs, and I have been such all my life, 
I view with great alarm all proposals to make additions to the public 
debt, seeing the imminent danger of the collapse of Government 
credit and flie consequent inflation that will follow. 

So, in view of the seriousness of your proposal in ita instant effect, 
I am wondering why we should at this moment add to the obligations 
of the United States, and I am backed in that by my personal opinion 
that the set-up that you are following is unnecessarily burdensome 
and that, instead of expansion, there ought to be contraction. 

With that in view, sir, I have submitted the conclusions from your 
own figures. Of course, I shall leave to the judgment of the committee 
or to the House, to determine whether I am sound or not. 

Mr. Straus. Mr. Chairman, I would like to presume upon the 
good nature of the committee, that has been very long suffering, by 
reading a few sentences from a book. It will take me about 3 or 4 
minutes, and it seems to me to have the answer — — 

Mr. Reillt. Before you begin to read that, right along Mr- 
Luce's question 

Mr. Straus. This is the answer to Mr. Luce. 

Mr. Reilly. Just wait a minute. 

This committee is not opposed to taking people out of the slums, 
but I think a great many of the members of the conunittee are op- 
posed to the idea of putting alum dwellers in homes better than 75 
percent of the American people are living in. 

That is the issue. 

Mr. Patmak. Is that a true statement? Is the statement true, 
that you are placing them in homes better than 75 percent of the 
people have? 

Mr. Reillt. That is absolutely true. R^ht down in Austin, 
Tex., those people that are going to go into these new buildings will 
be in homes better than 75 percent of the remainder of the people 
in Austin will live in. 

Mr. Patman. What about the Nation as a whole? 

Mr. Reilly, I am not talking about the Nation as a whole. 

Mr. Patuan. Your statement is incorrect. I know Austin, Tex. 

Mr. Reilly. Seventy-five percent of the people that pay for their 
own homes or pay their own rent have homes not as good as those 
who will pay $2.78 per room per month under this program. 

Mr. Patman. I believe that your premise is incorrect. 

Mr. Reilly, I don't. 

Mr. Patman. In the first place, in Austin, Tex., a very small per- 
centage of the people live in homes like the slum dwellers live in, and 
the homes that these people will have under this project will not be 
better than 75 percent of the homes in that city. I happen to know 
that the gentleman's statement in that case is incorrect. Some other 
city I would not know about, but I do know about Austin, Tex. 

Mr. Reilly. I think the statement was made at the hearing here 
a year ago, and I think it is true, that these homes are better than 
75 percent of the homes that the American people live in. That is 
the issue. It is not the question of the feasibiUty of taking men out 
of slums, but the question is, how far are you going to take them out, 
and where will you house them? 
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Mr. Ford. Might I make an observation there, Mr, Chairman? 

Assuming that the figures are correct, wMch I am doubtful of, the 
taxes that they pay at the present time are one of the factors in the 
■ rent that they pay, or what their house costs, and I will venture the 
assumption that 25 percent of the taxes paid in cities for health, sani- 
tation, medical care, and so forth, comes directly by reason, where 
there are lara;e slums, of the tremendous police, beaJtb, and other types 
of services that have to be rendered in those blighted areas. 

Mr. Reillt. That appUes largely to the large cities. 

Mr. Ford. Yes, and to small cities the same way. 

Would you say that that was a fair statement, Mr. Straus, or am I 
exaggeratmg a little on that? 

Mr. Straus. I would like to have the statement repeated, because 
I did not listen carefully enough to be able to answer you. 

Mr. pATMAN. Notice the 75 percent part. 

Mr. Straus. That these houses are better than 75 percent of the 
population of the United States? 

Mr. Patman. That the people who occupy these houses live in 
better places than 75 percent of the people. 

Mr. Straus. Your statement is absolutely untrue, 

Mr. Williams. What is the percent? 

Mr. Straus. Let us get Congressman Ford's statement. 

Mr. Ford, That the taxes that accrue in cities where large slum 
areas exist are to the extent of 25 percent the result of police services, 
sanitary protection, fire protection, and other services that accrue as 
a result of them. 

Mr. Straus. Pardon me, but I do not know whether exactly that 
figure is correct. You are correct in this, that repeated surveys made 
at various cities, and that is the basis of it, and that basis is correct, 
of the United States have shown that whereas in a normal business or 
residential community the amount of taxes collected is in excess of the 
cost of those school services, health services, sanitary services and nur&- 
jng services, that in the case of the slum districts the amount collected 
in taxes is less than one-quarter of the actual cost to the city for those 
services, which, further, never takes into consideration, because it can- 
, not, the heritage of delinquency and crime and later hospitalization 
that results from people growing up in those neighborhoods. 

Particularly on the delmquency question, the truant of today is the 
delinquent of tomorrow. The delinciuent of today is the criminal of 
tomorrow, and they grow up lai^ely in those districts. 

Mr. Transub. These same cities have done little or nothing about 
getting rid of those slums, have they, for 25 years past? 

Mr. Straus. Fifty. 

Mr. Williams. That being true, I come back to the question in 
my mind all the time, and that is, that being true, if this is an economic 
saving to the city, why should not the city make an original con- 
tribution? 

Mr. Straus. The only way that I know of how to answer is the 
same reason as in the story where tbe fellow was saying that the way 
for the woodchiick to get away fi-om the duck is to climh a tree, ana 
the fellow listening said, "Wait a minute; woodchucks don't climb 
trees" — and the answer was, "This woodchuck had to." 

That is the only answer that I know of to give you. Theoretically 
the community should do a great deal, but if you want to get results, 
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you cannot go to communities overburdened with debt and expect 
them to do anything about it. 

Mr. Williams. What examination hare you made of the financial 
condition of the various cities in this country? 

Mr. Straus, I have made a financial investigation, sir, sufficient 
to convince me that not only over the last 6 months, but years before 
that, practically every city is up to its debt limit 

Mr. Williams. How do you answer this 

Mr. Straus. Excuse me; let me finish— and the very fact that 
slums continue to exist is the best evidence that the cities cannot get_ 
rid of them with their own financing. 

Mr. Williams. Do you know, for instance, what the total debt of 
Boston is? 

Mr, Stbaus. I do not pretend to be able to memorize the total 
debt, but I know that if you will ask the mayor of Boston, he will 
tell you that he is up to the limit of debt. 

Mt. Williams. Of course, he would come down and want the 
Government to do that by itself. 

Mr. Straus. No; he said that they are up to the debt limit. Let 
us settle that question. Let us find out whether Boston can a^ord to 
build any rehousing. If it can it would be doing its own rehousing, 

Mr. Williams. I for one will insist on an investigation on that 
question before we ever pass this bill. 

Mr. Patman. Which question? 

Mr. Williams. Of the ability of cities to make contributions, 

I know that this bill was up last year, and if you want to be guided 
by the discussion of it on the floor of the House, 1 refer you to that dis- 
cussion, to show you that it was the positive intention of Congress that 
these cities should make an original contribution, or an original dona- 
tion, to the extent of 10 percent of the cost of the project, 

I know that for the reason that there was an amendment offered in 
tie House to strike out the 85-percent project which was in the House 
bUl — and the 90 percent was finally put in — so as not to require local 
donations at all, and the arguments tliat were made at that time are 
the same arguments that you are now making, that the cities of this 
country were not in a position to raise that amount of money. It so 
happened that, in opposition to that amendment, I made a talk on the 
floor, and I refer you to that, and that amendment was rejected. 

I simply cite that to show that I know it was the intention of 
Congress that that should be done. Whether that is right or wrong, 
that is what this bill was passed for. 

Mr. Luce. May I interpolate one thing there? 

Mr. Williams. Yes. 

Mr. Luce. In Massachusetts, Boston having been referred to, it is 
possible at any session of the legislature, and we have annual sessions 
of the l^slature, to enact legislation allowing cities to exceed the 
debt limit, and it is done constantly. So that that is no valid objection 
to the bill. 

And while I am speaking, mB.y I say that in the chart you did not 
intend to include schools as one of the results of the slums. Children 
are being educated whether they live in the slums or not. 

Mr. Straus, On that point, what I attempted to say was that the 
cost of the municipal services, of which schools is one, is not paid for 
by any tax receipts from the slums, although obviously your state- 
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rnent is correct, and I did not intend to say that the cost of schooling 
was higher in the alums than elsewhere. It is merely that less taxes 
are collected. 

Mr. Williams. But you have 

Mr. Straus. May I answer you, because you asked me a distinct 
question, or you made a statement, that the intent of the bill as 
evidenced by the debates in Congress was to have this 10 percent by 
a donation from the localities. 

I want to submit in all fairness to the committee that the only 
. thing that I can be guided by is what is written into the act. As an 
indication of the meaning of that, of course one looks up congressional 
debate, but when the act says that we may loan ufi to 90 percent of 
the cost of the project, I do not know what there is in the act that 
should enable me to say that the other 10 percent has to be a donation. 

Mr. Williams. I will tell you. 

Mr. Straus. Excuse me, please. 

Mr. Williams. All right. 

Mr. Straus. Because that is only half of my answer. There is 
nothing in the act which would substantiate the Congressman's state- 
ment. There is nothing in the act which would enable me to deviate 
from the provisions of that act. 

I would like to add, just immediately following that, and excuse me 
for going on, that if any such provision were written into the act, 
you would effectually kill the housing program, just like that. 

Mr. Williams. That is what we have been told by these representa- 
tives of the cities, and that is what we were told last year, and that is 
why I know it was the intention of this committee, and the intention 
of Congress, to put that provision in the law, because they were down 
here lobbying at that time against that provision being placed in there, 
and that we did place in there. 

Mr. Patman. Will the gentleman yield for a suggestion? 

You take the Farm Security Administration. That Administrabion 
is doing for rural homes what this is doing for the cities. None of that 
money is put up by the locality. The county does not put up a dime 
of it. The city does not put up a dime of it. 

Mr. Williams. You mean, making loans? 

Mr. Patman. Making loans to tenant farmers. 

Mr. Williams. Of course, if they are making loans on the property 
of an individual, that is a different proposition entirely. 

Mr. Patman. Then, in addition to that, they are furnishing them 
help. 

Mr. Williams. But they are loans. 

Mr. Patman. Yes; they are loans. 

Mr. Spence. We discussed the other day the question of tax 
remissions and tax exemptions, to give the cities credit for the tax 
remissions and tax exemptions, and I have read the case of Spahn v. 
Sttwart, in the State of Kentucky, in which the court says: 

On both tbe dominant contentions here ursed we are much persuaded by the 
able opinion of Justice Crouch of the New York Court of Appeals in New York 
Housing Avlkorily v, Andrew Mvller, et at., supra. The act there questioned was 
similar to the act here attacked. Only two contentions were urged, or at least 
considered by the Court, and these two are common to the case here, i. e., power 
to condemn and exemption of the bonds from taxation, both there as here, bring- 
ini; up the question as to whether the intended use of the property was of such 
public nature as to permit the condemnation and exemption In face of a similtu 
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st&te constitutional prohibition, and the fourteenth amendment to the Constitu- 
tion of the United States. We quote: 

"Slum areaa are the breeding places of disease which may take toll, not only 
from the denizens, but from the inhabitants of the entire city and State. Juvenile 
deliqneucy and crime and immorality are born there, find protection and flourish. 
Enormous economic losses result directly from the unnecessary expenditure of 
public funds to maintain health and hospital services for afflicted slum dwellers 
and to war against crime and immor^ity. • • • Concedcdly, these are 
matters of i>ublic concern. Adler v. Deegan, 251 N. Y. 477, 157 N. E. 175. 
Time and gain in familiar cases needing no citation, the use by the legislature of 
the power of taxation and of the public power in deaUng with the evils of the 
slums have been upheld. Now, in continuation of a battle which, if not entirely 
lost, is far from won, the legislature has resorted to the last of the trinity of the 
sovereign power by giving to a city agency the power of eminent domain. 

Quoting from Mailer of Ryers, 72 N. Y. 1, 28 Am. Rep. 88, the New York Court 

"To take for the promotion of the public health is a public purpose. Over many 
years and in a multitude of cases the courts have vainly attempted to define 
comprehensively the concept of a public use and to formulate a universal test. 
They have found here, as elsewhere, that to formulate anything ultimate, even 
though it were possible, would in an inevitably changing world be unwise if not 
futile. Lacking a controlling precedent we deal with the question as it presents 
itself on the facta at the present point of time. * * * It is also said that 
since the taking to provide apartments to be rented to a class designated as per- 
sons of "low income" or to be leased or sold to limited dividend corporations the 
use is private and not public. This objection disregards the primary purpose of 
the legislation. Use of a proposed structure facility or service by everybody and 
anybody is one of the abandoned universal teats of public use. Mr, Vernon 
Woodbury Cotton Duck Co. v. Alabanta, I. P. Co. Highland Boy Mining Co.; 
Rindge v. Los Angela County; Fallbrook Irrigation District v. Srandtey, all supra." 

In commenting on the New York Case (105 A. L. R.) we do not overlook U. S. 
V. Certain Landt, 78 Fed. (2) 684, or U. S. v. Certain Lands. 12 Fed. Sup. 345, 
and 9 Fed. Sup. 684, in which the circuit courts of appeals held that the Federal 
Government could not enter a State and condemn lands for housing purposes, 
because, "The State and Federal Governments are district sovereignties, and what 
is a public use under one may not be a public use in another." In short, the court 
apparently of the opinion that the use was for public purposes, held that the 
Federal Government could not condemn private property except for purely 
Federal governmental purposes. The Attorney General of the United States 
recognized the propriety of these opinions, since certorari in each was diamissed 
on his motion in the United States Supreme Court, The objectionable feature 
was abandoned by a more recent act of Congress, U. S. C. A., title 40-421. 

From what we have above said it is discernible that the property intended to 
be acquired here by condemnation, if such become necessary, ia to be uaed for a 
public purpoae. It follows that aucli condemnation, if undertaken, will not 
violate either the fourteenth amendment to the Federal Constitution nor any 
section of our own. This concluaion we think ahould dispose of the contention 
that the bonds iasued in furtherance of the property cannot be exempted from 
taication. If the purpose is public, they are in express terms exempted by pro- 
visions of our Constitution. 

Now, the Constitution of Kentucky says that there shall be exempt 
from taxation, public property used for public purposes, and any 
legislative enactment would mean a finding of fact and puttir^ it in 
that category, because this property was, by its veiy nature, exempted 
from taxation, and therefore the question that I want to settle is 
whether or not the housing authority may some time use the ai^ument 
that there ia no consideration going from the State or city, because the 
property in its nature is exempt from taxation and nothing that the 
State or city has done has exempted it from taxation. 

If this were put on the tax rolls without any enactment of the 
le^slature, they could have brought an injunction suit and bad it 
stricken from the tax rolls, because it is not taxable, and I want the 
housing authority to specifically say that they will not make any such 
contention as that. 
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Mr. Sthaub. Mr. Chairman, so far as I am able to get this legal 
point, and I will point out again that I am not a lawyer, I would like 
to get down to facta. 

There are today five limited dividend projects under the United 
States Housing Authority which were read^ under the P. W. A., 
built by P. W. A. loans. Those limited-dividend projects are in 
various cities, and they are not tax exempt. The taxes actually levied 
against them, and we have had this calculated, amount to $2.09 per 
room per month. That is, by reason of the fact that they are not 
tax exempt, the city is collecting that much of a tax against the 
property. 

It seems to me reasonable and sound financially to make the state- 
ment that if, as and when that tax is remitted, it constitutes a local 
annual contribution of precisely that amount. 

So far as the initial amount of the contribution is concerned, which 
has repeatedly been brought up, I want to state again what you gentle- 
men well know, that this program was not based upon the belief that 
there should be any original capital grants. There is a Federal capital 
loan of 90 percent, and a local capital loan of 10 percent. There are 
Federal annual grants and local annual grants. 

Mr. Rbillt. That local capital loan is issued by the housii^ 
authority, and the Government pays the cost of it, so that there is 
absolutely no contribution or loan from the city under the program 
as you are now administering it. 

Mr. Stkaus. That is the issue of bonds by the local authority, 
taken up 90 percent by the United States Housii^ Administration, 
and taken up 10 percent by others, by private bankers 

Mr. Reilly. It is not private. It is from this housing authority 
that sells these bonds, and the United States Treasury nas to pay 
the subsidy to take care of those bonds. So, absolutely the only 
contribution or assistance that you are getting from the city is that 
tax exemption. 

Mr. Straus. I do not know— I suppose that you could define it. 
A local housing authority puts up an issue of bonds covering the cost 
of the project. It then disposes of those bonds up to 90 percent of 
them to the United States Housing Authority, and as to the balance, 
ae and when they see fit, most of the bonds are sold to private investors, 
and some of them to State and city funds. 

Mr. Reilly. No liability of the city is involved. 

Mr. Straus. Liability? No; I hope not. It does not pledge the 
credit of the city. 

Mr. Reilly. The city is not responsible for those bonds, or any 
outlay at all. 

Mr. Straus. The city is not responsible fox the Housing Authority 
bonds. 

Mr. Reilly. So that is all that you get under your program, what 
you get from tax exemption. 

Mr. Kopplemann. Do you mean that that other 10 percent is 
guaranteed by the Government, and the Government would have to 
pay it. 

Mr. Reilly. The project has to pay the interest, and the Govern- 
ment has to supply the deficiency. 

Mr. Spence. I would like to ask you this: This case held that this 
is public property, used for public purposes, and therefore it is exempt 
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from taxEition, and it could not have held that it was exempt from 
taxation under any other theory. 

Mr. Straus. Congressman, you are getting me into a deep l^al 
question. Would you mind if counsel answers you? 

Mr. Spbncb. Tne constitution of the State of Kentucky provides, 
and this is the exact lai^;uage, "that there shall be exempt from tax- 
ation, public property used for public purposes," 

It is not discretionary. It is not optional. It is mandatory, so 
this property was exempt from taxation if it is public property used 
for public purposes, ana there is no action on the part of the State or 
of tiie city necessary to make it exempt from taxation. 

Mr. Straus. I do not get the question. 

Mr. Spenc£. If the State bad enacted a law saying Uiat it waa 
subject to taxation, they could have set that statute aside as being 
unconstitutional and in contravention of this section of the statute. 

Of course, I want my cities to get the benefit of this act, but I say 
that the housing authority might in the future take the position, 
"Well, there is no consideration from the city to the housing authority, 
because this property was exempt in its very nature, and there was no 
remission or exemption of taxation." 

I know that you do not feel that way, but it may be that some 
future administrator may say that that is a nullity. 

Mr. Straus. I do not fully get the legal point, to be honest with 
you. May I ask Mr. Keyserlmg to answer you? Do you mind if 
Mr. Keyserling answers you? 

Mr. KETSEHLrNQ. There were two questions involved in that case, 
first the question of taking land for a public purpose through condem- 
nation proceedings, and second the question of whether it is free from 
taxation under the constitution and laws of the State. 

Of course, those are two entirely separate questions, because you 
may condemn land for a railroad, and when you condemn that land 
the courts have to determine that the condemnation is for a public 
purpose, and while that is a public purpose, it is not one which exempts 
the property from taxation. 

So that you have a second question in your State, quite apart from 
the question of public purpose, as to whether or not the properties are 
taxable. The question of the taxability of the lands of these low-rent 
housing projects varies greatly from State to State. There are one or 
two States where there may be a specific constitutional provision which 
exempts these properties from taxation, or the court may so hold. 
In fact, there are a few cases where the constitutions have been 
specifically amended to allow these properties to be exempt from 
taxation, but in the normal case, in the overwhelming majority of the 
States, these properties, even when held by local pubHc-housing author- 
ities, are subject to taxation unless they are exempted by specific 
statutory enactment, and there has been such specific statutory 
enactment in something hke 30 States. 

Furthermore, this specific statutory enactment has provisions in it 
which allow the Housing Authority to make payments in lieu of taxes 
to the local housing authority. In most cases some such payments 
are made, and there has not been any question as to the constitu- 
tionality of those statutes. 

In specific answer to your question about the consideration, all" 
these contract which are made between the United States Housing 
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Authority and the local housing authorities have a specific provision 
in them that over the whole life of the project, the local authorities 
will furnish all services, all normal mimicipal services for the whole 60 
years, without collecting any payments in Eeu of taxes. 

So, even if the statutes were repealed, or if the courts were to con- 
strue under the Constitution these projects as not having a normal or 
natural right to tax exemption, they would still get free local services 
under the terms of the contract. 

Mr. Spence. But that would not give them the same lights as if 
you could give them credit for tax exemption. In this case the court 
specifically says that the purpose is pubUc and that they are by express 
terms exempted by the provisions of the Constitution. Now, then, if 
you give the cons^ction that you do to it, then the cities could only 
get credit for setvices and the tax remissions and tax exemptiors 
would not be considered at all, would they, as a consideration? 

Mr. Keyserling. That decision turns upon a particular construc- 
tion of the Kentucky constitution and the Kentucky statute. 

Mr. Spence. I am interested in that, because that is my State. 

Mr. Keyserling, Insofar as there was a statute grantmg tax ex- 
emption there is concerned, the only question which the court had to 
determine was whether or not that statute was constitutional, and 
anything that it may have said as to whether or not these properties 
would have been exempt from taxation if there were no statute is 
dictum. 

Mr. Spence. But it says that the statute gives them no right at all, 
that the right of tax exemption is already there, and that the statute 
je merely declaratory of something that already existed, and that you 
would have no right to tax them. 

Now, there are two projects in Kentucky. One is in my own dis- 
trict, and one in Louisville, and if you are going along with this, I 
want those people to get these credits for tax exemption and tax 
remission, and the reason I bring up this point I want to be sure that 
they will get it. 

Mr. Keyserling. Isn't there also this answer to your question, if 
you are discussing the merits, that the tax exemption as a form of 
local subsidy continues in whatever way that tax exemption is 
granted, whether under the provisions of the Constitution or whether 
granted under the provisions of the statute. Suppose that you had 
a State where neither the Constitution nor the laws of the State 
granted tax exemption. In one case the people of the State thought 
it was desirable to enact a statute specifically granting tax exemption 
to the project. In another State the people felt that the constitu- 
tionality of such a statute might be brought into question, and they 
amended their constitution and grant tax exemption to a project. 

In one case you have a constitutional amendment, and in the other 
case you have a statute, but the legal effect is the same. 

Mr. Si'BNCE. But the condition was already there before you went. 
Nobody has ever changed any condition. They were exempt at the 
time you went there. 

Now, if it were optional in the Constitution that they might be 
exempted, and the State exempted you, then there might be a con- 
sideration, but the condition of tax exemption was a preexisting 
condition, and I cannot see where there is any consideration. You 
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did not need any le^slation. You did not need any BCtion by the 
State for tax exemption, because you had it under the Constitution; 

Mr. Straus. Mr. Chairman, would it be agreeable to the chairman 
and to the committee, and to the Congressman, to allow us to en- 
deavor to work that rather detailed situation affecting one of the 48 
States out to the best of our abihty? I will try to learn something 
about it, and you are teaching me. 

Mr. Ford. May I make an observation? 

Mr. Williams. Now, let me ask you this 

Mr. Ford, Let me make this one observation. 

What Mr. Spence fears, as I see it, is this, that no future adminis- 
trator may say, in the case of Kentucky, that it has given credit for 
$100,000 m the form of tax exemption, and that that property was 
originally tax exempt, and therefore they will want to go and collect 
that money. ■ 

Mr. Straob. We will have to work that out, to satisfy him, 

Mr. Ford, That is not legal language, but a layman's statement. 

Mr. Straus. I am going to ask the liberty of showing you — I was 

foing through my files on the work I did on housing abroad, because 
thought it might interest the committee, and I picked a few things 
out, and this is a rather interesting notice — I have two copies — of 
what England, not a Bolshevik country, is doing toward eliminating 
not only its slums, but overcrowding. 

They have gone beyond the elimination of slums and eliminated 
overcrowding by the erection of buildings which are decent and fit 
for human habitation, and on that point I want you to allow me, if 
you are generous enough to do it, to read just two or three paragraphs 
into the record, because although they were written 2 years ago, they 
seem to me to apply so well today. 

This book, gentlemen — ^I wish many of you would get it — was 
written by Sir Ernest Simon, on The Rebuilding of Manchester, one 
of the worst cities for slums that England had before he and his wif > 
started the work, and which is now perhaps one of the outstandin 
communities in the entire world. It is a marvelous book on th 
whole housing subject, not written from any theoretical ground, bu 
practical, and he says: 

The housing question hae become one of the chief political isHuea of the day; 
public opinion waa thoroughly rouaed, and it became essential for the Govern- 
ment to take some action. Dr. Addison, who was Minister of Health at tha 
time, carried through the Housing Act of 1919, which initiated two very im- 
portant, indeed revolutionary, changes. 

First. The local authorities were made responsible for meeting the housing 
needs of their areas. From that time onward the Manchester City Council 
were responsible for seeing that there was an adequate supply of houses, and for 
building these houses themselves if nobody else did so. 

Second. It was decided that a aubaidy should be given to enable good houses 
to be let at a reasonable rent. Further, this subsidy was not given to private 
enterprise, but was confined to the local authorities. 

Whereas before the war they were built almost entirely by private enterprise 
without any form of assistance, they were now to be built by the local authorities 
with the aid of such subsidies aa might prove to be necessary. 

The Manchester City Council appointed in 1919 a special housing committee 
which produced an ambitious program of building 17,000 bouses in 4 years. 
But in practice they were met with tremendous difficulties. It waa necessary 
first to create an organization required for building houses; to appoint a housing 
director and provide him with a staff; when the staff was appointed they had to 
gain experience before things ran smoothly. All this took time. 
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■ Then he goes on to tell you that this httle city of 750,000 bought 
sufficient land, 2,500 acres, to rehouse 100,000 people, over one-eighth. 
of their population. 

Mr. Williams. Who did that? 

Mr. Stbads. Manchester, the great industrial city of Manchester, 
originally one of the worst slums in England, in the world, and now 
the garden spot of the world. 

Mr. Williams. I understood you to say that the city did that. 

Mr. Straus. By precisely the system that we are usin^ here, loans 
guaranteed by the Federal Government, and annual subsidies, shared 
m part by the Tederal Government and by the locality. It is exactly 
the system of the Wagner-SteagaU Act. 

Mr. McKeough. What was the difference in percentage between 
the Federal Government and the locahty? 

Mr. Straus. In a general way, the Federal Government furnished 
about two-thirds of the subsidy, and about one-third was furnished 
locally. 

Mr. McKbough. Was there any protest from those that paid the 
tax? 

Mr. Straus. I think there were lots of protests. 

Mr. McKeough. And were those that protested originally still 
protesting after the achievement was accomplished? 

Mr. Straus. No, sir. I asked last year, while in England, why a 
conservative government was continuing and expanding the housing 
program initiated by a labor government; and a member of Parha- 
ment, of whom I asked that question, laughed and he said, "Mr. 
Straus, a government that dropped its subsidized bousing program 
would lose just as soon in this country as a government that dropped 
its program of providing pure water or providing free education." 

Mr. Williams. Mr. Straus 

Mr. Straus. I would like to resume quoting from this book. It 
will take but 2 minutes. 

Our plans for the future are being made today at a moment of depressioD and 
pessimism. Not only is the whole world uncertain of its economic future owing 
to fears of war, to industrial depression, and unemployment, but Manchester in 
particular in Eufferitig on account of the drift of industry to the south and the 
decrease of exports. 

Mr. Patman. Read that again, that part about the drift of industry 
to the South. 

Mr. Straus (reading) : 
- But Manchester in particular is suffering on account of the drift of industry to 
the South and the decrease of exports. 

Mr. Transue. Mr. Straus 

Mr. Straus, Let me finish. 

But taking a long view we must remember how immensely richer we are than 
-we were a hundred years ago; we must remember that industry is becoming more 
productive at the rate of I to 2 percent per annum, that research, invention, and 
mass production are going ahead today faster that) ever. If so, that it is in- 
evitable that in another fifty or a hundred years we shall be as much richer than we 
are today, as we are richer today than we were a hundred years ago. We must 
show a reasonable optimism in our planning. 

Mr. J. L. Hammond says: "In the high movements of his history man hat 
answered the beauty of nature with the beauty of his cities." 

Mr. Williams. When was that book written? 
Mr. Straus. The book was written in 1935. 
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Mr. Williams, Let me ask you something in connection with this 
chart that you brought up. I do not see anything on it — and if it is 
there, I have overlooked it — about the financial set-up of the housit^ 
authority in Endand. 

Mr. Straus. I can give you all that. I happened to pick out that 

f)ster, which I thought was dramatic. We have the full facts of the 
nglish program and, in fact, I made a report on that to the mayor of 
New York, as a special emissary, which is now a httle bit stale, about 
5 years old, but I will bring it up to date. 

Mr. Williams. All right, if it is not too much work. 

Mr. Straus, You cannot do it all in a day. It may take a number 
of days. 

Mr. Reilly. Can you he here tomorrow? 

Mr. Straus. Surely; any time you want me to. 

Mr. Rkilly. I think the committee would like to have something 
on the English system, and particularly the part that the Federm 
Oovemment plays in financing it. 

Mr. McKeough. Before we adjourn, I would like to make an 
observation. 

Is your scope of discretionary activity wide enough to permit you 
to supply copies of that book to each Congressman? 

Mr. Straus. May I do that? I think that it would make a big 
hit with Sir Simon, to write to him and ask him to send them over. 
There is a man who, with his wife, has spent his life in clearing up 
the slum sites. 

On the English subsidy plan, the figures as a whole are not in 
dollars and cents, and slullmgs are eliminated, and that is because 
an electrician in England gets about 35 cents an hour, and here 
$1.75, is it, or $2, so all the figures are scaled down to such a degree 
that the whole thing may look different. The proportion, however, 
-of the local share and the national share very closely approximate 
what we have been able to achieve. 

Mr. McKeough. Isn't it true that the Federal taxes in England 
are in keeping with that, and everything else? 

Mr. Straus. Yes; the whole thmg, the taxes, the rent, the cost 
-of houses, the cost of land, are all on a much lower scale. Their 
-figures are smaller. 

Mr. McKeough. But relative? 

Mr. Straus. The whole thing is relative, relative to wages and 
eveiy thing else. 

Mr. Luce. I shall be unable to be here tomorrow, having another 
■committee meeting scheduled, and before we adjourn I would like to 
have about 2 minutes, 

Mr. Transue. Mr. Chairman 

Mr. Reilly. You will be here tomorrow, Mr. Transue? 

Mr. Transue. I want Mr. Straus to look up something. 

Mr', Reilly. When Mr. Luce gets through. 

Mr. Luce. Mr. Straus, I would not have you think that I, or any 
other member of the committee, so far as I know, is objecting to the 
purposes of this legislation. My questions were wholly addressed to 
the question of whether, in order to accomplish those purposes, it is 
necessary to subsidize persons who are well to do and who are in the 
upper half of the population of the country. I have no desire to 
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question at all the objects you have in mind, but wholly to question 
the necessity of subsidizing well-to-do people in order to accomplish 
that purpose. 

That is all. 

Mr. Straus, I would like to say on that point, and it would only 
take 30 seconds, that I am wholly in agreement with the Congressman. 
I believe it would be highly objectionable to subsidize people in the 
higher income group, and it is specifically forbidden by the terms of 
the act. 

Mr. Thansue. Mr. Straus, I want to call your attention to one of 
the columnists that accused your organization of subsidizing the 
rubber industry. 

Mr. Straub. We had that before you came in. 

Mr. Thansue. That has ail been answered in the record? 

Mr. Stbaus. I do not know, but I did my best. 

Mr. Patman. Since Mr. Williams brought up the question of the 
ability of the cities to make contributions, I suggest that the informa- 
tion be brought up, if possible, about the ability of the cities to do so. 

Mr. Reilly. The committee will adjourn until half past 10 to- 
morrow. 

(Thereupon, at 12:15 p. m., an adjournment was taken until 
Thursday morning, May 5, 1938, at 10:30 o'clock.) 
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thubsday, hay 5, 1938 

House of Representatives, 
Committee on Banking and Currency, 

Washington, D. C. 

The conuuittee met to resume consideration of H. R. 10417 at 
10:45 a. m., Hon. T. Alan Goldsborough presiding. 

Other members of the committee present: Mr. Reilly; Mr. Wil- 
liams; Mr. Spence; Mr, Kopplemann; Mr, Ford; Mr. Brown, Mr. 
Patman, Mr. McKeourii, Mr. Transue, Mr. Barry, Mr. Fish, Mr, 
Luce, Mr. White, Mr. Crawford and Mr. Gamble. 

Mr. Goldsborough. The committee will please come to order. 

Mr. Straus, I am very sorry that it has been impossible for me to be 
here for the last 3 days. But I understand that the situation which 
exists here now is this, that the Conrgess thought that it was passing a 
law which would require a 10-percent payment on the cost of the 
project, and I am informed that the construction of the act followed 
by the Housing Authority respecting this 10 percent is just as if it 
had been elimmated. If that is the situation, it seems to me that 
we ought to go into it very thoroughly, because I do not think that 
this committee has ever given the wrong impression to the House of 
what it was doing. 

This may all have been gone over in the last few days, but I would 
like to know just how this 10-percent contribution has been avoided, 
what legal manner has been used, and in saying that I do not question 
the legality of anything that has been done, Because I do not know 
about it, but I would like to know about it. 

STATEMENT OF HON. NATHAN STRAUS— Resumed 

Mr. Straus. Congressman, a great many hours were spent in dis- 
cussing just that, with various committee members doing the 
questioning. 

Mr. Goldsborough. Then I can look at the record and read it. 

Mr. Straus. Let me say to you that I do not want in any sense of 
the word to have you feel that I would not be glad to repeat it to you. 

In essence, the bill merely provides that up to 90 percent of the cost 
of the project may be loaned by the Federal Government. There is 
no mention of how the additional 10 percent is to be raised, and the 
presumption is that it may be raised locaDy by a loan. There is fi% 
provision anywhere in the bill, under this method of financing, for a 
capital grant or subsidy, either by the Federal Government or by the 
locality. The grants or subsidies are made on an annual basis. 

Now, as I say, w% spent a good deal of the time, and a good deal of 
the discussion 
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Mr. GoLDSBOROUGH. There is only one thing that I want to ask 
you. 

Mr. Straus. Surely, sir. 

Mr. GoLDSBOROUGH. You can tell me this in 2 or 3 minutes, I 
have been told by members of the committee within the last 10 min- 
utes that the way this 10 percent is raised is by the issuance on the 
Sart of the local authority of bonds guranteed by the Government, 
[ow, there may be sometliing in the act which justifies it, but if there 
is anything in the act which justifies it, this committee, the House, 
the Senate, and the President did not know anything about it, and 
we passed sometliing that we did not know we were passing. 

Mr. Straub. The 10 percent locally is issued by the local housii^ 
authorities and sold by them as they see fit, while the 90 percent is 
sold to the Federal Government. As regards the 10 percent 

Mr. GoLDSBOROUGH. What is there in 

Mr. Straus (interposing). You have asked me a question, and I 
would like to answer it; and counsel will correct me if I am wrong, 
because it is a legal question, but I think that I can answer it. That 
is as to whether the 10 percent is guaranteed by the Federal Govern- 
ment. 

As I understand the 10 percent, it is not guaranteed by the Federal 
Government, unless I misunderstand it; and I wish you would correct 
me, Counsel, if I am wrong. The 10 percent which is sold locally is 
sold on only the rents and so much of the subsidies as may remain 
after the payment of interest on the Federal part of the subsidy, to 
insure the payment of interest and principal on that 10 percent. 

Mr. Reillt, Don't we figure the Federal subsidy on the interest 
and the amortization myments you have to make on that 10 percent? 

Mr. Straus. No. The Federal subsidy is not figured on the basis 
of interest or amortization. The Federal subsidy is figured on the 
basis of what is necessary in order to achieve rentals which slimi 
dwellers can afford to pay in that district 

Mr. Reilly. Yes; but 

Mr. Straus (continuing). As a basis for calculation. 

Mr. Reillt. But in that sum is what you have to pay to take care 
of that 10 percent. 

Mr. Straus. The maximum amount of the Federal subsidy — that 
is quite correct ; the maximum amount of the Federal subsidy is based 
upon the entire amount of the cost of the project. 

Mr. Reilly. Yea. 

Mr. Straus. That is correct. 

Mr. Chairman, there were only two points on which the committee 
yesterday asked for further information, and we have covered the 
ground pretty fully in the S)i hours that I think I have testified up 
to yesterday, but there were two points on which the committee asked 
for additional information 

Mr. Williams. Before you go into that, I have some questions 
further along the line that you have been talking about. 

Mr. Straus. May I — the only thing I wish to do is to put certain 
things into the record, to have it complete, and I know that I have 
to ask your permission to do that. 

One is the general explanation of the ])roposed amendment to the 
United States Housing Act. I want to read these by titles, and then 
I want to get them into the record. 

Mr. GoLDSBOROUGH. If there is no objection, that may be done. 
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Mr. Straus. The one is entitled "General Explanation of Proposed 
Amendments to the United States Housing Act of 1937," and is dated 
April 28, 1938. (Exhibit X.) 



I. aBNESAL EXPLANATION OF PROPOSBD AMBNDMBNTS TO HNITBD STATB8 HOUaWQ 
ACT OF 1937 

(1) United states Housing Authority has earmarked $310,998,000 for local 
housing projects and has already received requests for additional earmarkings 
which could consume the balance of the $500,000,000 loan authorizations provided 
for in the United States Housing Act of 1937. 

After the earmarking of funds and the further development of plans for projects, 
United States Housing Authority makes loans and annual contributions contracts 
with the local authorities. Two groups of loan and annual contributions contracts 
have been entered into totaling $53,493,000 in loans for projects estimated to cost 
about $60,000,000. The first group (entered into on March 17) included loan 
contracts totaling $16,838,000 with five local housing authorities for projects 
estimated to cost $18,700,000; and the second group (entered into last week) 
included loan contracts totaling $36,657,000 with four local housing authorities 
for projects estimated to cost $40,728,626. 

Almost immediately upon entering into contracts, money begins to flow. In 
fact, by the end of tlus week some payments will have been made under each of 
the loan contracts covered by the first group and substantial steps will have been 
taken toward making payments under the contracts covered by the second group- 
Earmarking, contracting, and actual payments are now proceeding at a rapidly 
accelerating pace because all preliminary details, policies, and questions of local 
procedures have been thoroughly cleared away. 

(2) Despite the large earmarkinge. United States Housing Authority is strictly 
limited in its power actually to get money into circulation because of the follow- 
ing factors: 

(a) Under the act, United States Housing Authority can obtain funds for loans 
only in the amount of $100,000,000 now and an additional $200,000,000 after 
July 1, 1938. In other words, United States Housing Authority will shortly 
have available for loan expenditures an aggregate amount limited to $300,000,000. 
The other $200,000,000 authorized by the act wiU not be available for loan ex- 
penditures until after July 1, 1939. 

(6) Under the act, United States Housing Authority's power to enter into annual 
contributions contracts now is limited to contracts calling for annual payments 
aggregating not more than $5,000,000, After July 1 of this year, United States 
Housing Authority may enter into additional annual contributions contracts 
aggregating not more than $7,500,000 per year. In other words, United States 
Housing Authority will shortly have the power to enter into annual contributions 
contracts limited to payments of not more than $12,500,000 per year. In view 
of the practical necessity for making annual contributions contracts simultaneously 
with the contracts for loans, a limitation on the power to enter into annual con- 
tributions contracts is also a limitation on the power to enter into loan contracts. 
This means that despite the fact that United States Housing Authority has the 
power to enter into $500,000,000 worth of loan contracts now (although actual 
loan expenditures would be limited to $300,000,000 prior to July 1, 1939), the 
present limitation of $12,500,000 on the power of United States Housing Authority 
to enter into annual contributions contracts before July 1, 1939 will scale down the 

fower of the United States Housing Authority to make loan contracts before 
lUy 1, 1S39 from $500,000,000 to about $325,000,000. This means a correspond- 
ing decrease in the power to get money into actual circulation. 

(c) It must be remembered that, on the average, it takes about 18 months 
to complete a housing project. At the same time, the initial loan contract must 
cover the whole cost of the project. Since the rate of expenditures on a project 
during the course of its construction increases as the construction is prosecuted, 
a limited program of loans becomes even more limited in terms of money actually 
spent during the early months of the construction period. 

As a result of the operation of these factors, out of the $500,000,000 which we 
may earmark, United States Housing Authority is scheduled to enter into loan 
contracts necessarily limited to $325,000,000 during time prior to July 1, 1639. 
With such a restricted base of operations. United States Housing Authority 
could pour into circulation only $125,000,000 during the present calendar year. 
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(3) This scheduled program, particularly the actual circulation of iunds, could 
be tremendously increased by four simple amendments to the United States 
Housing Act. With these amendments, United States Housing Authority can 
earmark $900,000,000,' can enter into contracts totaUng $800,000,000, and can 
actually pour into circulation $300,000,000 — all during the calendar year 1938. 

II. SPECIFIC EXPLANATION OP EACH PROPOSED AMENDMENT 

First amendment {io tec. S), — The requirement of 10 percent local participation 
in the capital loans made to local housing authorities should be removed for the 
current year in cases where it blocks speedy action in any locality. 

Explanation. — Under the present law, local housing authorities take recourse to 
private lending agencies to borrow 10 percent of the loan for a housing project. 
Amendment of the law to permit United States Housing Authority to make 
lOO-perceot loans would immensely speed up the program by avoiding the delays 
incident to obtaining the 10 percent from local lending agencies; also, by making 
projects available to those local housing authorities who arc unable to borrow their 
10 percent from other sources. At the same time, this proposed amendment 
would improve rather than diminish the financial security of the Federal Govern- 
Second amendment {to sec. 10). — The amount of annual contribution? contracts 
authorized {now limited to $5,000,000 before July 1 of this year, an additional 
$7,500,000 before the end of this year, and $20,000,000 in al!) should be increased 
to $50,000,000 for this year. 

. Explanation. — Under the present law, annual contributions contracts can be 
entered into not in excess of $5,000,000 before July 1 of this year, an additional 
$7,500,000 after July 1 of this year, and an additional $7,500,000 after July 1, 
1939. Since contracts of loan must necessarily be entered into simultaneously 
with contracts of annual contributions, the strict limitation upon the volume of 
annual contributions contracts scales down the United States Housing Authority 
loan contracts to a relatively small and slow schedule. Until July 1, 1939, full 
advantage could neither be taken of the maximum annual contribution contracts 
authorized to be ente d ' t d the present act. nor of the maximum amount 
of loan contracts auth d t b made; consequently, the rate of United States 
Housing Authority p nd tu w II be slowed down to $125,000,000 during this 
calendar year. 

An authorized vim fa al contributions contracts amounting to 
$50,000,000 during th a Id meet the needs of the proposed expanded pro- 

gram of loan contra t a d a t £d expenditures. This would not involve any 
additional appropriat be a the actual payment of annual contributions 

contracted for will n t b g t 1 the projects are completed. 

This amendment al nta provisions which would aid the resale and 

marketability of bonds pu hased by United States Housing Authority from loc^ 
housing agencies. 

Third amendment (I 20 {a)) -—The authorized bond issue to raise money 

for loan purposes should be raised from $500,000,000 to $1,000,000,000. 

Explanation. — First, much less money can actually be spent this year than the 
total loans contracted for, because it generally takes 18 months to complete a 
project and the loan contracts must necessarily cover the complete construction 
costs of the projects. Therefore, in order to get $300,000,000 into circulation 
this calendar year, United States Housing Authority must necessarily have the 
authority to plan and make loan contracts on a very much larger basis than the 
present authorization of $500,000,000. An analogy is the naval building pro- 
gram, where the length of time required to buOd ships makes it necessary to have 
authorizations from Congress for a program much larger than the amount im- 
mediately to be spent. 

Secondly, the present act makes only $300,000,000 available to the United 
States Housing Authority tor actual expenditure through loans prior to July 1, 
1939. 

Finally, the limitation of 10 percent of United States Housing Authority funds 
to any one State makes a much larger loan authorization than $500,000,000 
necessary, in order to contract and expend funds as rapidly as they can be absorbed 
in the largest States in which the unemployment situation is most serious, such as 
New York, Illinois, Pennsylvania, Ohio, and Michigan. These States can each 
easily absorb approximately double $50,000,000 in loans this year. 

' Ob the bssis of a power to enter iato tl,DD(),Oao,mo ol loan cautracCs. Uils »ould leave StOO,000.000 re- 
maining lo be eumarked early in 19S9— sD amount whicb Bhoiild lie able to take care ol bouslog autb 
not yet on^ized under eiistloE State leelslation aad bousing authorities Co be oreanlzed after the 
ment of additlanal State legislation early Id IWa, 
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eDdoaed in black brackats] 

Be it enacted by Ihe Senate and House of Representatives of the United Statet of 
America in Congrese OMembUd, That the United States Housing Act of 1937 be 
amended as follows: 

Sec. 2. Section 9 is amended to read as follows: 

"Sec, 9. The Authority may make loans to public housing agencies to assist 
the development, acquisitian, or administration of low-rent-ho using or slum- 
clearance projects by such agencies. Where capital grants are made pursuant to 
section 11 the total amount of such loans outstanding on any one project and in 
which the Authority participates shall not exceed the development or act^uisition 
cost of such project lesa all such capital grants, but in no event shall said loans 
exceed 90 per centum of such cost. In the case of annual contributions in assist- 
ance of low rentaJs as provided in section 10 the total of such loans outstanding 
on any one project [and in which the Authority participates] shall not exceed 
90 per centum of the development or acquisition cost of such project £,3 ; Protnded, 
Thai tohere the original contract of loan is entered irdo before July 1, 19S9, and where 
the Avthoriiy obtains satisfactory assurances that construction teork can be promptly 
commenced on the project covered by the loan contract, Ike total of such loans on any 
tiieh project may equal the total development cost of the project. Such loans shall 
bear interest at such rate not less than the going Federal rate at the time the loan 
is made, plus one-half of 1 per centum, shall be secured in such manner, and shall 
be repaid within such period not exceeding sixty years, as may be deemed advisable 
by the Authority." 

Sec. 3. Section 10 is amended by amending subsection (e) and adding a new 
subsection {f ) as follows ; 

"(e) The Authority is authorized, on and after the date of the enactment of this 
Act, to enter into contracts which provide for annual contributions aggregating 
not more than [$5,000,000 per annum, on or after July 1, 1938, to enter into addi- 
tional such contracts which provide for annual contributions aggregating not 
more than $7,500,000 per annum, and on or after July 1, 1939, to enter into addi- 
tional such contracts which provide for annual contributions aggregating not 
more than $7,500,000] $50,000,000 per annum. Without further authorization 
from Congress, no new contracts for annual contributions beyond those herein 
authorized shall be entered into by the Authority, The faith of the United 
States is solemnly pledged to the payment of all annual contributions contracted 
for pursuant to this section, and there is hereby authorized to be appropriated in 
each fiscal year, out of any money in the Treasury not otherwise appropriated, 
the amounts necessary to provide for such payments. 

"(f) Payments under anniial contribidions contract! shall be pledged as security 
for any loan obtained by a public housing agency to assist the development of the hous- 
ing ■project to which the annual contribuliorts relate: Provided, that annual contribu- 
tions shall be used first to apply toward the payment of interest or principal as same 
mature on any loan due to the Authority from the public housing agency. The term 
"any loan due to the Authority" as used in this section shall apply to any loan made 
by the Au^rily (including any bonds or other evidences of suck loan which are resold 
by the Authority) to assist the development of the project to which the annual contribu- 
tions relate." 

Sec. 4. Section 20 (a) is amended to read as follows; 

"Sec. 20 (a). The Authority is authorized to issue obligations, in the form of 
notes, bonds, or otherwise, which it may sell to obtain funds for the purposes of 
this Act. The Authority may issue such obligations in an amount not to exceed 
[$100,000,000 on or after the date of enactment of this Act, an additional amount 
not to exceed $200,000,000 on or after July 1, 193S, and an additional amount 
not to exceed $200,000,000 on or after July 1, 1939] $1,000,000,000. Such obliga- 
tions shall be in such forms and denominations, mature within auch periods not 
exceeding sixty years from date of issue, bear such rates of interest not exceeding 
4 per centum per annum, be subject to such terms and conditions, and be issued 
in such manner and sold at such prices as may be prescribed by the Authority, 
with the approval of the Secretary of the Treasury. 

The next is entitled "Financial Analysis of Annual and Total Costs 
of 81,000,000,000 Low-Eent Housing and Slum-Clearance Program 
(800,000 rooms, $1,000 for construction and $250 for land)," which 
we did not date; we should have. It was the day after the other one 
(Exhibit VIII, hereinabove set forth). 
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The next is "Effect of Amendment to United States Housing Act of 
1937 Allowing Federal Loans up to 100 percent until July 1, 1939" 
(Exhibit II, hereinabove set forth). 

The next ia a letter to Congressman WilUams, dated May 4, 1938, 
on various questions of tax exemption, cost of sites, and the like 
(Exhibit X). 

Then a Hst of the local housing authorities as of May 3, 1938 
(Exhibit XI), and then the material which I believe is on your desk 
this morning, as to municipalities that are unable to furnish a 10- 
percent capital subsidy (Exhibit XII). 

(Exhibits XI and XII are as follows;) 



UNITED STATES HOUSING AUTHOIUTT— LIST OF I#OCAL HOUaiNO AOTHOBITIB8 AS OF 



Andalusia: Andalusia Housing Authorit?. 

Annieton: Annleton Housing Authority. 

Birmingham: Housing Authority of the Birmmgham district. 

Colbert County: Colbert County Housing Authority. 

Gadsden: Greater Gadsden Housing Authority. 

Mobile: Mobile Housing Board. 

Fhenix City: Phenix City Housing Authority. 

Red Level: Red Level Housing Authority. 

Selma: Selma Housing Authority. 
California: 

Los Angeles County: The Housing Authority of the County of Los Angeles- 

Oakland: Oakland Housing Authority. 

San' Francisco, city and county; The Housing Authority of the City and County 
of San Francisco. 
Connecticut: 

Bridgeport: Housing Authority of the City of Bridgeport. 

Norwalk: Norwalk Housing Authority. 

Waterbury; Waterbury Housing Authority. 
Delaware : 

Wilmington; Wilmington Housing Authority. 
Florida: 

Daytona Beach; Daytona Beach Housing Authority. 

Jacksonville; Housing Authority of Jacksonville. 

Miami: Miami Housing Authority. 

Orlando; Housing Authority of the City of Orlando. 

Pensacola: The Housing Authority of the City of Feusacola. 

Sarasota: Sarasota Housing Authority. 

St. Fetersburg: The Housing Authority of the City of St. Petersburg. 

Tampa: Housing Authority of the City of Tampa. 
Georgia; 

Athens: Athens Housing Authority. 

Augusta; Augusta Housing Authority. 

Rome: Housing Authority of the City of Rome. 

Savannah: Savannah Housing Authority. 
Hawaii; Hawaii Housing Authority. 
Illinois: 

Alexander County; Alexander County Housingl Authority. 

Chicago; Chicago Housing Authority. ^ 

Gallatin County; Gallatin County Housing Authority. 

Peoria: Peoria Housing Authority. 

St. Clair County: St. Clair County Housing Board. 

Springfield: Springfield Housing Authority. 

Alexandria: Alexandria Housing Authority. 
Anderson: Anderson Housing Authority. 
Bluffton: Bluff ton Housing Authority. 
Brazil: Brazil Housing Authority. 
Decatur: Decatur Housing Authority. 
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iDdiana — Con tinued . 

Delaware County; Delaware County Housing Authority. 

Dunkirk: Dunkirk UouBing Authority. 

Fort Wayne: Fort Wayne Housing Authority. 

Greeafleld; Greenfield Housing Authority, 

Huntington: The housing authority of the city of Huntington. 

Jeffereonville; Housing authority of Jefferson vi lie. 

Kokomo: Kokonio Housing Authority. 

Lawrenceburg; Lawrencetmrg Housing Authority. 

Marion: Marion Housing Authority. 

Muncie: Muncie Housing Authroity. 

New Albany: Housing authority of New Albany. 

Newcastle: Newcastle Housing Authority. 



Kentucky: 

Covington: Covington Municipal Housing CommisBion. 

Frankfort: Frankfort Housing CommiaBion. 

Lexington: Lexington Municipcd Hounng Commission. 

Louisville: Municipal housing commission. 

Newport: Newport Municip^ Housing CommisBion. 
Louisiana: 

New Orleans: Housing Authority of New Orieans. 
Maryland: 

Annapolis: Annapolis Housing Authority. 

Baltimore: Housing Authority of Baltimore city. 
Massachusetts: 

Boston: Boston HousingAuthority. 

Cambridge: Cambridge Housing Authority. 

Chelsea: Chelsea Housing Authority. 

Chicopee: Chicopee Housing Authority. 

Holyolce; Holyoke Housing Authority. 

Lowell: LoweU Housing Authority. 

New Bedford: New Bedford Housing Authority. 
Michigan : 

Detroit: Detroit Housing Commission. 
Mississippi: (Has enabling legislation but no local authorities). 
Montana: 

Billings: Billings Housing Authority. 
Nebraska : 

Omaha: Omaha Housing Authority. 
New Jersey : 

Asbury Pi 

Camden : 

Montclair: Housing Authority of the Town of Montclair. 

Newark: Newark Housing Authority. 

North Bergen: North Bergen Housing Authority. 

Orange: Orange Housing Authority. 
New York: 

Buffalo: Buffalo Municipal Housing Authority. 

Lackawanna: Lackawanna Municipal Housing Authority. 

New York City; New York City Housing Authority. 

Port Jervis: Housing Authority of the City of Port Jervis. 

Schenectady: Municipal Housing Authority of City of Schenectady. 

Syracuse; Syracuse Housing Authority. 

Utica: Utica Housing Authority. 

Yonkers: Municipal Housing Authority of the City of Yonkers. 
North Carolina; 

Wilmington: Housing authority for the city of Wilmington. 
Ohio: 

Akron; Akron Metropolitan Housing Authority. 

Cincinnati: Cincinnati Metropolitan Housing Authority. 

Cleveland: Cleveland Metropolitan Housing Authority. 

Columbus: Columbus Metropolitan Housing Authority. 

Dayton: Dayton Metropolitan Housing Authority. 

Toledo: Toledo Metropolitan Housing Authority. 

Warren: Warren Metropolitan Housing Authority.. 

Youngstown: Youngstown Metropolitan Housing Authority. 

Zanesville: ZanesviUe Metropolitan Housing Authority. 
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Allentown: Allentown Housing Authority. 
Bethlehem; Bethlehem Housing Authority. 
Brackenridge: Brackenrii^e Housing Authority. 
Chester; CneBter: Chester Housing Authority. 
Delaware County: Delaware County Housing Authority. 
Erie: Erie Housing Authority. 
Harrisbui^: Harrisburg Housing Authority. 
McKean County: McKean County Housing Authority. 



New Kensington: New Kensington Housing Authority. 

Philadelphia; Philadelphia Housing Authority. 

Pittsburgh: Pittsburgh Housing Authority. 

Reading; Reading Municipal Housing Authority. 

Scranton; Scranton Housing Authority. 
South Carolina: 

Charleston: Charleston Housing Authority, 

Columbia: Columbia Housing Authority 

Spartanburg; Spartanburg Housing Authority. 
Tennessee; 

Johnson City: Johnson City Housing Authority. 

Knoxville: Knoxville Housing Authority. 

Memphis: Memphis Housing Authority- 
Texas: 

Austin: Housing authority of the city of Austin. 

Big Spring; Big Spring Housing Authority. 

Brownville: Brownville Housing Authority. 

Coipus Christi: Corpus Christi Housing Authority. 

Dalk; Dallas Housing Authority. 

El Paso: El Paao Housing Authority. 

Fort Worth; Housing authority of the city of Fort Worth. 

Houston; Houston Housing Authority. 

Pelly; Felly Housing Authority. 

San Antonio: San Antonio Housing Authority. 

Temple; Temple Housing Authority. 

Waco: Waco Housing Authority. 
Virginia; (Enabling legislation to go into effect June 20, 1938). 
West Virginia; 

Charleston: Charleston Housing Authority. 

Fairmont; Fairmont Housing Authority. 

Huntington: Huntington Housing Authority. 

Keyset; Keyser Housing Authority. 

Martinsburg; Martinsburg Housing Authority. 

Morgantown: Morgantown Housing Authority. 

Mount Hope: Mount Hope Housing Authority. 

Parkersburg: Parkersburg H9using Authority. 

Wheeling: Wheeling Housing Authority. 
Wisconsin; Superior; Superior Housing Authority. 

Total number of existing local housing authorities, 140. 



MDNICIPALITIES ARE 

There has been considerable interest in the question of local contributions toward 
the capital cost of housing pi'ojects. Approaching this matter from a realistic 
rather than a theoretical point of view, it is clear that the municipalities in this 
country (because of their lack of power or their financial condition) are unable to 
participate in the construction of housing projects by providing capital subsidies 
m the form of cash or land. The United States Housing Authority has found, from 
its own experience, that cities are not able to provide this 10 percent as an outright 
cash subsidy. 

This 10 percent can be raised locally through the sale by a local housing author- 
ity of part of its bonds. These bonds evidence a loan (in addition to the 90 percent 
United States Housing Authority loan) payable from the revenues and subsidies 
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on the housing project. This ia the method now being used by alt ot the local 
housing authorities in order to raise all or a part of their 10 percent. 

However, the raising of this 10 percent necessarily requires time and involves 
delays. The proposed amendment, therefore, recommends temporary relief from 
this requirement so as to speed up actual construction. After July 1, 1939, the 
existing requirement for a 10 percent participation will be automatically reinstated 
under the terms ot the proposed amendment. 

In the consideration of the proposed amendment, the question has been raised 
whether the municipalities can now provide this 10 percent in the form of a sub- 
sidy. The United States Housing Authority is convinced that cities are unable 
to provide these funds as a subsidy. To obtain funds to donate to a housing 
authority, it would generally be necessary for tbe municipality to issue and sell 
its general obligation bonds payable from general taxes. 

Unfortunately, the cities do not have the power to issue such bonds. In the 33 
States having housing legislation, none ot the cities {except in Colorado) have the 
statutory authority to issue bonds to raise funds for the purpose of donating them 
to housing authorities. In other words, new legislation would be necessary in aU 
of these States. At this time, the legislatures of only two States are in session. 
This means that if 10 percent were required as a local capital grant, nothing could 
be done until the convening of these State legislatures in 1939 or later. As a 
result, the necessary State legislation could not even be considered (apart from the 
question of whether it would be enacted) until almost a year from now. In short, 
if the 10 percent local participation were required in the form of a subsidy, no 
public housing construction could be expected in this country until 1939 or 1940. 

Even then, there would be gloomy prospects for a substantial volume ot housing 
construction, because most municipalities would be unable to obtain or exercise 
this power of raising 10 percent as a donation toward the development of a housing 
project. This is due either to their lack of borrowing power under existing debt 
limitations or to their financial condition. 

For your information, there is attached a chart showing the existing constitu- 



In 30 States, municipalities and political subdivisions are subject to constitutional 
debt limitations and in 17 other States they are subject to statutory debt hmita- 
tions, which are often as unchangeable and long-standing as similar constitutional 
provisions. It, therefore, appears that virtu^ly all local governments are now 
operating under some form ot debt limitation. It is common knowledge that 
many of these municipalities have exhausted (or come close to exhausting) their 
borrowing powers, particularly in view of local relief requirements. 

In addition, many State constitutions contain limitations on the amount of 
local taxes which can be levied. These limitations will often prevent a munici- 
pality from issuing additional tax bonds due to the fact that the maximum tax 
limit has been reached. 

It should also be noted that tax obligations of a municipality can gei 
issued only after a vote of the people. This would materially delay the ci 
ment of housing construction. 

It is all very well to speak ot amending these constitutions and limitations in 
order to increase borrowing power, remove tax restrictions, and to avoid delays 
in raising the local 10 percent as a subsidy. The process of amendment ot con- 
stitutions is admittedly very slow and generally impracticable. Such an alter- 
native is certainly out of the question if serious consideration is to be given to 
expediting housing construction in order to relieve unemployment. 

It might also be said that the 10 percent local participation could be in the 
form of cash. But how many cities have cash lying idle in their treasuries? The 

g Tactical fact is that such cities do not have the cash, for they have been suffering 
em increasing demands on city revenues, decreasing tax collections, and the 
continuing requirements of providing relief. 

These same municipalities which are unable to furnish a capital grant are 
ready and able to provide annual subsidies in the form ot tax exemption. This 
is a form of assistance which is even more effective in achieving the objective of 
low rentals. If we are to have an effective public housing program in America, 
we must face practical realities and obtain this form of local subsidy which is the 
only feasible means of obtaining substantial continuing local donations. 
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Mr. Straus. Now, with that information, I will be glad to give any 
repbes you direct me to as to the Enghah system, which I brought up 
myself yesterday, and then I rest my case. 

The question was raised as to the amount of the subsidy in England, 
compared to our own, yesterday, and also the question as to whether 
or not there is any capital grant in England which we have not here. 
I have information directly bearing on that, with complete answers, 
I think, to the points that you raised, and I am ready to present them 
any time you (lirect me to do so. 

Mr. GoLDSBOHOUGH, As far as I know, you may proceed with 
that now. 

Mr. Williams. It does not make any difference to me. 

Mr. Stbaus. Mr. WiUiams.waa in the middle of questioning me 
when we adjourned yesterday. So whatever you say is agreeable to me. 

Mr. GoLDSBOHouGH. Proceed, Mr. Wilhams. 

Mr, Williams. I will be glad to go ahead now. 

I wanted to see if I can understand the system you are administering 
now. I notice in the copy of this agreement which you sent me, with 
the Louisville Municipal Housing Commission, that there is set out 
in the a^eement the security for the payment of bonds issued by the 
commission, and also it provides for a trust indenture, but it creates 
a first hen, as I understand it from this language, against the proceeds 
derived from the rents and the running of the project, and also a first 
lien on the annual contributions made by the United States Housing 
Authority to pay those obhgations. 

Now, am I correct in that? 

Mr. Stkaus. I would rather have counsel answer that. That is a 
technical, legal question, and I did not draft the contract, so that I 
would rather have counsel answer it, if he may. 

Mr. Williams. Yes; he may answer it. 

Mr. Kbybbrling. I think the Congressman is referring to the loan 
contract between the Louisville Municipal Housing Commission and 
the United States 

Mr. Williams. That is what I said. 

Mr. Kbyserling. Yes. On the first page of that contract, Uiere 
is a definition of what is meant by bonds as used in that agreement, 
and this agreement refers only to the bonds which the United States 
Housing Authority takes up, that ia, the 90 percent bonds. 

Mr. Williams. But right in that same connection, we turn over to 
page 2, beginning at the bottom of that page, which says "which shall 
also secure any other obligations." 

What does that mean? 

Mr. Keyserling. Any other obligation issued under the trust 
indenture. 

Mr. Williams. Yes, 

Mr, Keyserling. But the trust indenture secures only the bonds 
which the United States Housing Authority takes up. You will 
see that on page 3, under a caption "trust indenture," that the bonds 
are to be secured by an indenture, and the bonds, as you will notice, 
are the bonds defined on page 1 . 

It is a rather technical question, but is is perfectly clear. This 
agreement deals only with the loan made by the IJnited States Housing 
Authority. On page 1 of the agreement, the bonds are defined,- as 
you will see at the middle of the page, the words "hereinafter called 
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bonds," and those are the bonds which the United States Housing 
Authority agrees to purchase. Then you have a description of those 
bonds, and under (1) you have the trust indenture which is to secure 
those bonds, and then the obl%ation— — - 

Mr. Williams. You also have the language "which indenture shall 
also secure all other obligations." 

Mr. Keysehling. Where is that? 

Mr. Williams. On page 3, the middle of the page. 

Mr. Keysehling. The languaga on page 3, in the middle of the 
page, says that the trust indenture shall secure all other obligations 
issued to assist the development of the project not in excess of the 
amount shown in para^aph 1 (h). 

Mr, Williams. Not in excess of the amount shown. 

Mr. Keysehling. Yes; I do not see where there is a conflict be- 
tween those two statements. 

Mr. Williams. What I cannot get in my mind from reading the 
language set out here is this: Does it not secure all the obUgations of 
the United States Housing Authority that are issued for the purpose 
of constructing the project, of developing the project? It seems to 
me that that is what it says. 

Mr. Keysehling. If the local housing authority sells bonds to an 
outsider for the 10 percent, one of the two things may happen: either 
there may be a separate trust indenture for the purpose of securing 
those bonds, or, if those bonds are secured by the same indenture, 
then the terms of security must be passed on by the United States 
Housing Authority, and there is nothing in that which conflicts with 
the law that all payments of principal and interest must be met flrst 
by the subsidy. 

That provision is written into the act. 

Mr. Williams. I am not discussing that question. I asked whether 
and I think that you now admit that, this indenture covers the obliga- 
tions which the United States Housing Authority has, as well as other 
obligations issued by the local housing authority for the purpose of 
developing the project. In other words, it is one indenture. 

Mr. Keysehling. It may be one indenture. 

Mr. Williams. All right; it may be one indenture. 

Mr. Keysehling. Yes, of course. 

Mr. Williams. And the same security is created under that inden- 
ture as to aU of these obligations, is it not? 

Mr. Ketberling. No, Coi^essman; the security is not the same, 
because the main security for the retirement of the Federal loan is 
the pledge of the annual subsidies paid by the Federal Government 
under the terms of the Act. This speciflcfilly requires that those pay- 
ments must be applied flrst toward the payment of principal and 
interest as it falls due on the Federal loan, and there is notMng in the 
indenture, whether there is one or two indentures, that conflicts in 
any waywith that. 

Mr. Williams. But it also provides that if there is any suiplus, 
that goes into this fund. 

Mr. Keysehling. If there is any surplus, it goes into this fund 
after the Federal loan is fuUy protected. 

Mr. Williams. And that contribution has been made at 3H per- 
cent? 



yGoogk 



AMENDMENTS TO HOUSING ACT OP 1937 ^25 

Mr. Keysebling. It is based not upon the amount of the loan. 
The contribution under the terms of the Act is based on the develop- 
ment cost of the project, not upon the relationship between the 
Federal and local loans. 

Mr. Williams. That is based on the cost of the project. 

Is it contemplated that the obhgations of the Housing Authority, 
the local Housing Authority, will be in excess of the cost of the project? 

Mr. Keyserling. Not at all. 

Mr. Williams. Then what difference does it make? 

Mr. Kbyseblikq. I do not understand your question. 

Mr. Williams. You say that the amount of the obligation is based 
upon the cost of the development of the project. 

Mr. Keyserling. Yes. 

Mr. Williams. That is the amount of the obligations that are 
issued by the Housing Authority to take care of the development ot 
the project, to pay for it? 

Mr. Keyserling. The difference it makes is this: There are some 
cases where the local capital has been furnished partly by loan and 
partly by grant, and independently of that the Federal subsidy is 
calculated upon the full development cost of the project as a maximum 
and the actual annual contribution is the amount necessary to reduce 
the rentals. 

In other words, if the local contribution wero furnished 50 percent 
by gift and 50 percent by loan, instead of 100 percent by loan, that 
womd have nothing to do with the method of calculating the annual 
contribution under the law. There is no necessary relationship 
between the annual contribution and the loan provision. They may 
run over different periods of time. The annual contribution contract, 
if it runs for 20 years or more, is subject to reexamination at the end of 
10 years, and it is based originally upon the development cost of the 
project and fixed by the amount necessary to acliieve the low rentals. 

Mr. Williams. The maximum is Z% percent? 

Mr. Keyserling. Of the development cost. 

Mr. Williams. Suppose that half of that was donated; do you not 
think that you could cut down the percentage of contributions? 

Mr. Keyserling. It would cut down the rentals. 

Mr. Williams. It could cut down the annual contribution, and, 
should do it, should it not? 

Mr. Keyserling. If there were a 50-percent local capital contribu- 
tion, and you cut down the Federal subsidies corresponding to that, 
you would achieve the same result. 

Mr. Williams, Yes. You would still achieve the low rentals? 

Mr. Keyserling. Yes. 

Mr. Williams. But you could cut down the annual contribution of 
the Government to that extent? 

Mr. Keyserling. If there were a 50-percent capital contri- 
bution- 
Mr. Williams (interposing). You say that in some cases there have 
been local contributions. 

Mr. Keyserling. Yes, 

Mr. Williams. What does that mean? 

Mr. Keyserling. In one city it took the form partly of land 

Mr. Williams. Partly of land? 
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Mr. Keyserlikg. Yes. 

Mr. Williams. Is that all? 

Mr. Keyserlinq. Has anyone the exact figures on those lomt 
contributions? 

Mr. Straus. We have them in the record once already. Tliey 
were on my sheet the other day. 

Mr. Williams. Has there been just one case? 

Mr. Straus. No; two cases. I am sure of that. 

Mr. Williams. Let us have those, please. 

Mr. Keysebling. In the case of the Austin, Tex., Housing Au- 
thority, there was a capital contribution amounting to 1.3 percent 
of the development cost m the form of streets. 

In the case of the Charleston Housing Authority, there was a 
capital contribution of 5.4 percent of the development cost in the 
form of land. 

Now, there were two points that I was tryii^ to make in answer 
to your question. The first was as to the question raised by the eon- 
tract 

Mr. Williams. Let me ask you, while we are on that local contribu- 
tion matter, how did it happen you were able to get a contribution 
in those two cases, and could not in the others? 

Mr. Keysebling. I do not think you can give an explanation of 
why something is possible in one case and not in the other. 

Mr. Williams. Was that entirely voluntary, or was that because 
of some effort on your part? 

Mr, Keyserling. We have made efforts in every case to get grants. 
If there is a lO-percent grant instead of a 10-percent loan, it is per- 
fectly true that you will get one of two results, either a slightly lower 
rent, or the same rent with a slightly lower subsidy. The difference 
between the annual charges on the basis of a 100-percent loan over 60 

J 'ears at 3-percent interest, and the annual charges on a 90-percent 
oan and a 10-percent capital grant, are so similar that it will make 
very little difference in the rentals, 

Mr. Williams. Just 10-percent difference. 

Mr. Keyberlino. Not in the rentals. 

Mr. Williams. It will on the contribution, 

Mr. Keysebling. No, sir. 

Mr. Williams. You can figure it on that basis. 

Mr. Keyserling. If you figure it on that basis, it would make a 
10-percent difference. 

Mr, Williams, I think I can say that that was the intention we had 
in passing this l^slation. I know it was my intention, and I know I 
made a speech on the floor of the House, and, as the chairman has 
already said, if we misrepresented this thing to the House, we have 
to make some correction of it. I know that that was my thought in 
that matter, and I say that as a friend of this legislation and as one 
who did everything he could to pass it. That is what we had in mind 
beyond any question when we passed it, and that is the reason I am 
asking these questions. 

Now, to go further into this agreement here, I notice down on page 3 
with reference to the indenture that in event the provisions are not 
carried out, or in event of default, as it is worded, the rights and 
remedies of bonfiholders thereunder shall be as indicated. 
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What are the rights of bondholders in cases of default? 

Mr. Ketseklinq. Before I answer that question, I want to make it 
perfectly clear, and if it is not clear I want to expand upon it, that this 
agreement that you have before you determines only the rights be- 
tween the United States Housing Authority and the local housing 
authority with respect to the 90-percent bonds. All of the language 
throughout this agreement refers to bonds, and bonds are defined on 
the first page as the bonds taken up by the United States Housing 
Authority. Any rights between the United States Housing Authority 
and the purchaser of the 10-percent bonds are something determined 
subsequently and independently by an agreement at that time ap- 
proved by us, and there is nothmg in such an agreement which could 
in any way modify the provision of the law that the subsidies have to 
be applied first toward the retirement of principal and interest of the 
Federal loan 

Mr. Williams. That does not make so much difference; I am not 
concerned so much about that, because the entire bond issue of the 
local housing authority is financed out of the same resources. That 
is true, is it not — and out of the same funds? 

Mr. Keyserling. I do not think that that is a correct analysis of 
the financial picture. 

Mr. Williams. I understand what you mean, that you have a first 
claim on the annual contributions made by the Government so far 
as the bonds held by the United States Housing Authority are con- 
cerned. They come first. 

Mr. Keyserling. They come first. 

Mr. Williams. But, at the same time, vou have the funds there, 
the proceeds from the project, which are ligured in, and all of those 
obligations are financed from those two sources, serviced by the income 
from the project and the contributions made to the Government. 
That is true, is it not? 

Mr. Keyserling. It is certainly true that the bonds are all serv- 
iced from the gross revenues of the project, and that the revenues 
from the project come from three sources, first from income derived 
from rentals, second from the reduction of local chaises against the 
project by means of tax exemption, and third from the Federal 
sul^idy. 

Take this case. Under this act, and under this language, we have 
the right to revise and review Federal annual contributions periodically. 

Mr. Williams, Over 10 years, and 5 years afterward? 

Mr. Keyserling. Yes, if in 10 years it should develop that a 
lower Federal contribution were sufficient to attain the objective of 
low rentals, that lower contribution would be made, or it might be 
abolished entirely, or it might be increased up to your maximum, and 
that reduction or cessation or increase would be quite independent of 
any matter of financing the bonds. The obligation to meet the pay- 
ment of both the Federal and the local bonds would remain. 

Mr. GoLDSBOROUGH. The only thing that is of importance as far 
as I am concerned, the only thing that I am interested in for the 
moment, at least, is whether or not there are local contributions 
amounting to 10 percent. 

Mr. Patman. Would the gentleman yield? 
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Mr. GoLDSBORODOH. If there are 

Mr. Patman. I want to say this 

Mr. GoLDSBOHOUGH. Just one minute, Mr. Patman. I have not 
completed my statement. 

Mr. Patman. I beg your pardon. 

Mr. GoLDSBOKOUGH. If there are, I am satisfied, and if there are 
not, I want to know why, so that we can properly consider this legis- 
lation. That is all that I am interested in for the moment. I think 
that when we get to that step, we can proceed with some degree of 
satisfaction. 

Mr, Patman. Will you permit me to make an observation, which 
I hope you will take into consideration? 

Mr. GoLDSBOROuGH. Mr. Williams is examining the witness now. 

Mr. Williams. All right; go ahead. 

Mr. Patman. In Austin, Tex., we will presume that the amount of 
the project is $1,000,000, and that the local bankers have agreed to 
take $100,000 of that 10 percent. The $100,000, of course, is sufficient 
to establish the project. The Government puts up $900,000, and the 
local bankers $100,000. It is a case of the local people putting up 
local money. 

Now, let us suppose that they carry no fire insurance, and that 
something happens to the project, so Uiat it is absolutely destroyed 
by fire, or by earthquake, m a way so that it cannot be used at all. 
Those local people lose SIOO.OOO. They have put up $100,000. 

I think that that is the best test of it, and I hope that the gentleman 
will keep that in mind when he asks the questions about these local 
people putting up local money. 

Thank you. 

Mr. Williams. All right. Of course, if they put up the local money, 
and it is paid for out of the operations of the project and the Govern- 
ment subsidy, as Mr. Straus said the other day, there is of course no 
question about being able to sell the bonds to the local authorities. 
They are good. I agree with that proposition. On that theory it 
makes little if any difference whether the Government puts up the 100 
percent or whether the local authorities put up 10 percent. That is 
true, is it not? 

Mr. Stbaub. May I answer that? 

Mr. Williams, "i es. 

Mr. Straus. I think at this point the actual fact as to what is 
being done in England, about wMch you asked me, is very illuminat- 
ing, because your 

Mr. Williams. We are talking about this country now. 

Mr. Straus. It is a program that is modeled on the English sys- 
tem. 

Mr, Williams. I do not know that. 

Mr. GoLnsBOROUGH. Personally I have not the slightest interest in 
Ei^land. 

Mr, Williams, I, neither. 

Mr. Straus, The gentleman asked me yesterday for it, and we 
spent a great deal of time on it last night, 

Mr. Williams, That is all right, but we have not gotten to that, as 
I understand it. I have no objection to that. I think we ought to 
have that information, but it seems to me, as I say again, it would 
make very little difference how that is financed, because it all comes 
out of the same resources. 
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Mr. FoHD, Then what is the objection to the amendment? 

Mr. Williams. So far as I am concerned, there is not much objec- 
tion to this amendment, but I am objecting to the manner in which it 
has been administered so far, and the way it was administered is not 
what we intended in the first place and it is not what I intend now, and 
if the law is not tlie way we thought it was, I for one am in favor of 
making it that way, and that is to require a local contribution, or a 
gift, donation, or whatever you want to call it, of 10 percent, and that 
IS, just as sure as I am here, what we thought we were doing. 

Now, I come back to the question I asked oefore, which was, in case 
of default, what rights have the bondholders? 

Mr. Ketsebling. Congressman 

Mr. Williams. Or what remedies. The words "rights and reme- 
dies" are used here. 

Mr. Keyserlinq. May I make this suggestion? To the extent 
that the responsibility for interpreting this law from the point of view 
of administration rests on the Legal Division, subject of course to the 
approval of the Administrator, I think it only fair that there should be 
an opportunity to indicate why, from the point of view of the statute, 
that 10 percent is being raised in many cases not as a gift, but as a 
loan, and I would like to be able to answer that question as soon 
after it is asked as possible, but I have no objection to going into the 
question of default and going back to the question of why the 10 
percent is being raised as it is. 

Mr. Williams. Did you examine into the discussions that we had 
on this bill at all? 

Mr, Keyserling. I examined very thoroughly into the whole legis- 
lative history of the bill. 

Mr. Williams. Did you read the discussion on the floor of the 
House? 

Mr. Keyserling. Yes, sir; heard it and read it. 

Mr. Williams. Do you remember the amendment offered by Mr. 
Voorhis, of California? 

Mr. Keyserling. Yes, sir; I went completely through the legisla- 
tive history of the whole bill. 

Mr. Williams. Did you read the argument that I tried to make in 
answer to that amendment? 

Mr. Keyserling. I will say yes, that I read it all as carefully as I 
could. 

Mr. Williams. And not only that one, but others. I know what 
I did, and I only cite that because I have a distinct recollection of 
that myself. Others, I am sure, took the same position at that time, 
and it was specifically pointed out, in defense of the amendment 
which he offered, and in his argument, that the reason he offered that 
amendment was for the verj' purpose of relieving the cities and 
localities of that burden of putting up a 15-percent contribution, that 
they just could not do it, the same argument that is being used here 
now. 

Mr. Patman. As a gift, or loan? 

Mr. Williams. As a gift by the localities, the municipalities. 

Mr. Keyserling. Congressman, it has always been my behef, and 
if I am wrong I want to be corrected 

Mr. Williams. It is a gift so far as the local housing industry is 
concerned by the municipahtv. If the municipality wants to borrow 
the money, or issue bonds, that is all right. 
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As I say, that was the argument that was used, and I want to call 
your particular attention, if you have not read it, to the at^ument on 
August 18, last, on pages 11858 to 11859 of the Congressional Record, 
and I do not see how anybody who has studied the histoiy of the 
I^islation could reach any other conclusion. 

That is my view of it. 

Mr, Tranbue. Will the gentleman yield? 

Mr. Williams. Yes. 

Mr. Tranbue. In regard to the 45-percent grants, my memory is 
that at the time that was discussed, but that is a different thing than 
we are discussing here, but the money was to be raised by the local 
housing authority by a mortgage on the property where a grant was 
made by the United States Housing Authority. I think the Record 
bears that out, that that is the way they were to raise the money, 
and if that is the way they were to raise it— — - 

Mr. GoLDSBOROUGH. That is the way they were to raise the money, 
but they would pay the 45 percent then and not receive it indirectly 
from the Government. 

Mr. Tbanbue. They were to raise it by mort^a^e on the property 
to be erected, and that is what they are doing with the 10 percent. 

Mr. GoLDSBOEOuGH. Then I do not understand the controversy 
here today. As I understand it, the issue is tliis, whether those who 
loan the money will have to be paid through a local contribution or 
local grant, or whether they will get it indirectly from the Government 
by an increased Federal subsidy. 

That is the issue, as I understand it. 

Mr. Williams. That is the issue. 

Mr. Transue. But, Mr. Chairman — — 

Mr, GoLDSBOROUGH. Just one minute, please. Let me finish my 
statement, and then I will try to stop. 

Now, if that is a fact, if under the bill which we passed in 1937, by 
indirection, what was supposed to be a local contribution is really 
to be made by the Federal Government, then I say that the House 
was misled, the Senate was misled, and the President was misled. 

Now, the first tiling I want to know is whether or not that is true, 
and then we may pass on from there. 

Mr. Tkansue. This 10 percent that is raised by the local authority, 
as I understand it, is paid back from the rents on the property, and the 
income^is that correct? 

Mr. Reillv. There is no question about that. 

Mr. GoLDSBOROUGH. If it comes out of the income of the property, 
then it is not a local contribution. 

Mr. Williams. Of course not, and that is the point, that it is not a 
local contribution in any sense of the word. 

Mr. Keyserlino. May I address myself to the question? 

The first question that has been raised here has been the question 
of the interpretation of the statute. Now, it has always been my 
belief that the first source of reference is the statute itself, and that 
the secondary source of reference are the debates which have been 
held upon the bill. 

Let us go first 

Mr. GoLDSBOROUGH. Just one minute. There are many able law- 
yers on tliis committee, and there is no question but what you are 
right, that the statut* is the first source and the only source of refer- 
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«nce in every case unless there is ambiguity. If there is ambiguity, 
then you can certainly go back to the history of the legislation. 

As far as I am concerned, I am for the moment talkmg about what 
is in the statute, and I am asking whether the intent of Congress is 
violated by what is now being done in setting up these slum-clearance 
projects. 

That is the thing that I am interested in. 

Mr. Keysehling. May I address myself, then, to the statute, 
merely for the purpose of discussing whether the intent of Congress 
is being violated? 

Now, you have several sections in this statute which deal with the 
methods of local participation in the program. 

In section 10 (a) of the statute, you have a provision that the 
locality shall make annual contributions, and the statute spells out 
in detail the methods by which those local annual contributions may 
be made. It says that they may be made in the form of cash, or tax 
remissions, general or special, or tax exemptions eq^ual to at least 20 
percent of the annual contributions which are therein provided. 

Now, there is a definite provisidn in the statute that where you are 
dealing with annual contributions, the annual contributions made by 
the locality shall be in a specific form. 

Again, in section 11 (f) of the statute, you have a statement as to 
the methods by which local capital grants may be made, and the 
statute says in detail that the local capital grant shall be made in 
the form of tax remissions or tax exemptions in an amount not less 
than 20 percent of its development cost. 

That deems to me to be entirely consistent with the whole financial 
framework of this measure. Where you are dealing with capital 
donations, whether in the form of imtiat capital grants or annual 
grants, the local contributions shfll be- — - 

Mr. GoLnsBOBOUGH. What does it say about the 10 percent? 

Mr. Keyseblino. I am coming to that now. 

This bill sets up a second system of financing, not a system of 
capital grants, but a system of loans for development cost plus annual 
subsidies. In the part of the bill which deals with that, there is no 
specification whatsoever as to how the local 10 percent shall be 
rabed. There is merely the clear statement that where you are 
' dealing with the initial figure on the housing project through loans 
' rather than through capital grants, the Federal Government shall 
not loan more than 90 percent. 

It seems to me perfectly reasonable and perfectly in line with the 

' whole financial program that you have two methods of subsidy, the 

capital grants on the one hand and the initial loan financing the 

' project plus annual contributions on the other, and where you are 

dealing with the intial loan method, it does not seem to me that an 

initial capital grant by the locality should be mixed with an initial 

' capital loan by the Federal Government, 

J Mr. GoLDBBOROUGH. Now, my opinion of what you say about the 
i; 10 percent local contribution is this. Of course, the local contribu- 
■' tion can be made by a loan or by a grant, and if it is made by a loan, 
in my opinion those that make the loan are not to depend upon asa 
ments, contributions, or grants in order to make that loan good. 
s Mr. Patman. Including local rents on the project 
' Mr. Williams. Not on this project. 
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Mr. Transue. Why not? 

Mr. GoLDSBOHOUGH. Because that throws the burden on the Fed- 
eral Government. 

Mr. Tbanbue. Yes; but if the proposition is not a paying proposi- 
tion, the fellow that loaned the monej^ at the time loses, does he not? 

Mr. Patman. And for 20 years he is going to see that these tenants 

fiay their rents, and that they will not strike and "sit down"^at 
east that they pay the rent. 

Mr. Keyserling. Mr. Chairman, may I attempt a more specific 
answer to your question? 

Mr. GoLDBBOROTJGH. Yes. 

Mr. Keyserling. It is perfectly true that the local governments 
and the Federal Government should participate in the financing of 
the project. Part of the ftaancing of the project, in the form of an- 
nual contributions, is necessarily for the retirement of whatever finan- 
cial chaises there are on the project. The only position that is being 
taken by the United States Housing Authority, as I understand it, 
is that the donations which are bemg made, federallj' and locaJlv, 
toward the annual support of the project, cannot be loaned specifically 
for the retirement of the debt or for the retirement of operating ex- 
penses, and so forth. They are annual contributions toward bringing 
down the rentals which have to be chained. 

Then those annual contributions are made from two sources, first 
from the Federal Government as annual subsidies, and second from 
the localities in the form of complete remissions of local taxes. Both 
of those contributions are being made annually toward the retire- 
ment of all charges on the project, and the local contributions which 
are being made in the form of tax remissions, amounting to about 
60 percent of the annual Federal contributions, are to that extent a 
donation toward the reduction of the annual chaises. 

Mr. GoLDSBOROUGH. The difficulty about it is that an analysis of 
your statement means this, in a few words, that the Federal Govern- 
ment pays the 10 percent and the 20 percent. When you just take 
your statement and cut it loose from the verbiage, you mean to say 
that the contracts are of such a character that the Federal Govern- 
ment pays the 10 percent and the 20 percent, and they pay the 20 
percent for this reason, that when these slums are cleared and this 
unproved housing is put in in place of them, the total taxation base 
of the municipality is raised, so that insofar as any contribution of 
taxes is concerned in view of the fact that this housing project is not 
taxed is a joke. 

As a matter of fact, while the Federal Housing project may not be 
technically Federal property, it is Federal property, certainly, in 
equity, and should not be taxed anyhow. So that, stripped of 
verbiage, the import of your statement is that the Federal Govern- 
ment is assuming this entire responsibihty. 

Now, what you want to do is to clarify that particular situation, 
and then we wdl proceed from there. 

Mr. Fish. May I ask a question? 

I have a great deal of sympathy with your remarks, Mr. Chairman, 
and the remarks of most of the members of the committee. I think 
that we ought to find out exactly where we are. Nobody seems to 
know. No one seems to know exactly how much money the Federal 
Government is supposed to contribute. It seems to me only fair 
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that the localities, the States, and the communities Bhould contribute 
something in cash. It does not seem to me to be a great burden to 
ask for 10 percent cash on the loans to the localities and 20 percent 
on the grants. I think that we ought to have some kind of a definite 
yardstick, something that everybody understands. 

Now, the Government is rendering a great benfit to the cities in 
the slum-clearance project, by putting up all of this money, and if 
it is to be successful, they must do somethii^ more than give this 
tax exemption. 

Now, Mr. Straus, I am going to make a proposal, I hope with your 
consent, with your cooperation and the cooperation of your force. I 
am a member of the New York State constitutional convention, where 
I spend a part of my time. I propose to put in the convention a 
resolution, or amendment to the constitution, to make tsix-exempt all 
of these housing projects of the United States Government in New 
York State. I assume that at least one-tenth, and probably one-sixth, 
of all of the money put up, of the billion dollars, goes into New York 
State. I may be wrong about that, 

Mr. Stbaus. It cannot be more than one-tenth, according to the 
terms of the act, and New York City will probably get in the neigh- 
borhood of 5 or 6 percent. 

Mr. Fish. It will probably be one-tenth in New York State, because 
we have a bigger problem there. 

Therefore, I propose to offer that these buildings should be tax- 
exempt m the State of New York, with a good chance of getting it 
through, and that problem, therefore, will take care of itself, if it goes 
through the convention. 

What we need is some definite yardstick. I think that we should 
ask and insist upon it, no matter how poor the cities claim that they 
are. We cannot say that New York City is bankrupt, that New York 
City, the richest city of the world, cannot afford to put up 10 percent. 
I do not think that the Government can afford to be smiply doling 
out all of this money, without some absolute, defmite effort on the 
part of these cities to contribute some little share in cash, and that is 
the proposal that I am going to make, that we do what we meant to 
do in the beginning, ask them to contribute 10 percent in cash. 

Mr. Chawford. Does the gentleman yield there? 

Mr. Fish. Yes. 

Mr. Crawford. When you say the local community should put up 
10 percent, do you mean that they should make that as an outright 
donation, or that they should make it as a form of a loan, to be paid 
back to them, as evidenced by debentures or bonds or some contractual 
ob%ation? 

Mr. Fish. It depends on whether you make a grant, and if it is a 
grant, they ought to put up 20 percent. If it is a loan, they should 
put up 10 percent. 

Mr. Crawford. Do you mean as an outright donation, the 10 
percent? 

Mr. Fish. I go further. I think this loan proposition is pretty loose, 
and that there ought to be something more definite in the way of 
contributions by the communities than simply what they are doing 
now, just making tax exemptions. I would like to see the city which 
is benefited actuallyput up something. 

Mr. Williams. Why, of course. 
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Mr. McKeough. Mr. Chairman 

Mr. Crawford. May I clear this up, Mr. Chairman? To me this 
is vital, just as vital as anything else that goes on here, and I want to 
know your personal opinion on it. 

If the local community remits taxes, and thereby contributes 
annually, as counsel here has indicated, that takes care of the tax 
remission, and what I want to find out from you is, are you advocating 
that, in addition, the local community shall make an outright donation 
of, say, 10 percent, where the Government puts up the loan? 

Mr. Fish. Exactly. They should put up 10 percent. 

Mr. Crawford. And make an outright donation? 

Mr. Fish. Donations and grants should be 20 percent, and the 
others 10 percent. 

Mr. Crawford. And not to be paid back? 

Mr. Fish. I think that unless you make these localities put up 
something definite, they will not have any interest in it. It is just a 
case of the Government holding the bag. 

Mr. McKeough. There is another city in the United States that 
is rather looked upon as important outside of New York City, one 
that I happen to represent partially, the city of Chicago. 

I have listened with a great deal of interest to the discussion that 
has developed in connection with Mr. Straus' request for additional 
enabling legislation. If my recollection serves me correctly, I think 
it was quite definitely understood, in connection with the hearings 
that were had on the original bill, that the cities, after all, are not 
particularly receiving a wholly favorable action on the part of the 
national Government in connection with the National Housing Act. 
After all, people live in cities in some few instances in this country, 
and the cities, after all, have been making a continuing contribution 
to the security and welfare of this Nation as a unit, and I feel that if 
the Federal Government were to advance a loan of 90 or 100 percent 
of the project cost, and in addition offer a 3)i percent subsidy in the 
way of a continuing contributing charge or cost to amortize the 90 
percent or 100 percent of the project, that the cities, after all, or the 

Eeople that live therein, have not received any greater benefit than has 
een established in connection with many other activities of the 
Federal Government in the way of grants to the people of this Nation. 

Mr. Fish, Does the gentleman yield? 

Mr. McKeough. I will yield after I finish my statement. 

Mr. GoLDSBOHouGH. Do you not think we ought to know what the 
proposition is? 

Mr. McKeough. I think that we do know. I think that it you 
will be calm for a few minutes and permit the gentleman to tell you, 
you will find out, instead of subjecting him to 4 days of cruel question- 
mg and cross examination, and, to one who is merely seeking mforma- 
tion, it looked to me to be sort of a persecuting cross-questioning. 

I think that if the gentleman were given a chance, he would be able 
in 30 minutes to contribute to this Committee and to the country a 
complete answer to all of the misunderstandings that have developed 
in this series of hearings. 

There is another suggestion that I want to offer for the record, and 
that is that we have authorized many projects in the way of rivers and 
harbors developments in tliis country, involving many sections of the 
United States, where public moneys have been taken out of the Federal 
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Treasury for that sort of development, and there are many cities in 
this country that are not on navigable streams and that have not 
profited by these developments that, nevertheless, through their con- 
tributions as income to the Federal Treasury, in the way of income tax 
and otherwise, have contributed to those projects as a common obliga- 
tion for the national good. There are many other activities such as 
Federal aid for good roads, and others, that I think have established 
beyond any reasonable doubt the effect of that sort of performance on 
the part of the Government in the interest of good government. 

As one representing a city district, I want the record to show that I 
feel that Chicago, New York, Philadelphia, Cleveland, or any other 
city or rural district of this Nation that gets under the present set-up 
a contribution from the Federal Treasury is gettii^ it m the form of 
continuing good government, and that it is for the protection and well- 
being and security of all of the people of the Nation, and I subscribe 
most heartily to the recommendations of the gentleman that have 
reference to this particular agency of the Federal Government. I 
think that instead of quibbling about a 90-percent loan as against 100 
that he recommends for the purpose that he has pointed out in his 
testimony, and which certainly has been presented in an intelligent 
manner, we ought to do something. 

We are trying to put people to work, and Mr. Straus has repeatedly 
testified, in answer to a series of questions propounded to him by the 
members of this committee, that he wants to make a 100-percent loan, 
in order that he may put more people to work in the shortest possible 
time, and that the continuii^ contribution that the city makes ui the 
way of tax exemption is a direct obligation and a direct contribution by 
the people of the city involved to the continuance of good government, 
and I think that, in the interest of time, we should yield to his recom- 
mendation, report the bill out, and pass the bill and put the people to 
work, and I resent the inference that the cities are getting something 
from the Federal Government that they are not entitled to. 

Mr. Reillt. That is simply your view. 

Mr. McKeough. That is my view, and I am entitled to it. 

Mr. Reilly. You are entitled to your view. 

Mr. McKeodgh. Right, and I think that the Congress will not sub- 
scribe to your opinion. 

Mr. Reilly. The problem that we are discussing here is whether or 
not the Government shall pay the whole cost. 

Mr. Fish. That is what it is. 

Mr. Reilly. You are entitled to your view to throw the Treasury's 
doors open and let Chicago and others help themselves, without domg 
anything themselves in the way of curing their own problems. 

Mr. McKeough. WTien there is a national emergency, there is no 
exemption, and those that live in the slums are obliged to carry arms 
in interest of the protection of this Government. 

Mr. Williams. Let me get back to the law, and ask a question. 

Mr. GoLDSBOROuGH. I think that in the interest of orderly proce- 
dure, we ought to try to keep to the present issue, which is whetner or 
not the municipalities are making these contributions. After we find 
out who is making them, then we can meet in executive session and 
see what we will do about it. But it is not clear in our minds now that 
the Federal Government is not at the present time paying it. If I 
am wrong, I would like to know it. 
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Mr. Williams, Let me get back to the interpretatioQ of the law. 
That is where we were when this started up. 

Mr. Straus. I think that I can answer the question you have in 
mind, at least as to the eidsting practice, if you would allow me to 
present the chart that you asked me to prepare. I think every point 
that has been raised here can be answered, of course, not to the satis- 
faction of everybody here, but as to the facts of the law that I am 
administering 

Mr. GoLDSBOftoUGH. What this committee wants to know 

Mr. Straus (continuing). If you gentlemen will listen to me, and 
allow me to present this chart, I think the chart is as plain and as con- 
clusive as it can be. 

Mr. GoLDSBORouGH. Listen to me one minute. 

What this committee wants to know is the condition of the present 
law as interpreted by the Federal Housing Authority. 

Mr. Straus. I can tell you- — - — ■ 

Mr. GoLDSBOROUGH. Just one minute — and then, after that, we 
want to know what, if any, change — of course, we know about the 10 
percent, the amount being increased from 90 percent to 100 percent, 
but we want to know whether there is any other change suggested by 
this bill, and that is all we want to know. 

Mr. Straus. I can tell you, if you will let me. 

Mr. Goldshorough. When we know that, then we will decide 
what we will do about it. 

Mr. Straus. Will you let me present this chart as to that, which 
will answer you? 

Mr. Goldsborough. I am going to ask that you be not interrupted, 
Mr. Straus. 

Mr. Straus. Thank you. 

Gentlemen, you have raised three points as to the operation of this 
act in its present form. Those points are not directly involved in the 
method, but I can see exactly that they are indirectly involved, and I 
can see also why you want to understand how the act is being ad- 
ministered. 

Those questions involve the percentage of the economic rent, the 
rent which would otherwise have to be chained if there were no sub- 
sidies, of the social rent paid by national subsidy and by local subsidy, 
and you have raised the second point as to whether tax exemption of 
the project by the locality should be counted as a local annual grant or 
subsidy, and you have raised the third point as to whether in addition 
to the loan made, either nationally or locally, there should be a capital 
grant or subsidy. 

Now, all three of those points as to the present program here, con- 
trasted, as you asked me to make it, with the present prwrani in 
England, are displayed on a very simple chart (exhibit XIII) which 
will take me between S and 10 minutes to present. 
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This chart shows the American system aa it is today being ad- 
ministered, whether rightly or wrongly, by your Administrator, and 
the British system in respect to those three points on which you have 
questioned me. 

As to the first point, according to the American system which we 
are now administering, the percentage of the annutO economic rent 
paid by the Federal subsidy is 36 percent. The part paid by the local 
conmiunitiea in the projects now existing is 22.6 percent, in the form 
of tax remissions, and the part paid by the tenants in the social rent 
is 41 percent. 

In Great Britain the national subsidy amounts to 33 percent of the 
total economic rent, the local annual contribution amounts to 17 per- 
cent as distingu'shed from 22 and a httle more in this country. 

Mr. GoLDSBOROUGH. Is that in tax exemptions? 

Mr. Straus. Excuse me; I will cover every point if you will allow 
me to finish. I think I can answer every question you imve in mind, 
as to what is being done — I do not mean as to what should be done. 

In England 17 percent is the local contribution, and here so far it 
is 22 percent. In England the tenant pays 50 percent of the total 
economic rent in actual social rent, as against 41 percent here. 

Now, to answer the question you are going to ask, is there tax 
exemption in England, there is no tax exemption in England. Li 
England the system is that taxes are paid by the tenants, I think on 
a seprate bill, on all of these projects, and that amount is remitted in 
part, not as much as here, paid back in cash to the project; that is, 
they go through the mechanism of collecting taxes and then paying 
them Dack to the project. 

Now, the British system could easily be adopted here if you just 
take about 2 or 3 years to amend all of our laws so that the tax could 
then be collected and then paid back, instead of remitting it. 

Mr. GoLDBBOROuGH. As to your local contribution, the 17 percent, 
b that in money or in tax exemption, or what is it in? 

Mr. Straus. Tlie 17 percent represents payment first in full of 
taxes, and then part of that money is paid back — a smaller con- 
tribution, which is what I want to get across than we are making. 
The property b assessed at its full value, full taxes being paid, and i 
part of it b paid back in an annual grant. 

Mr. Spen'ce. \Miat proportion of the project in England b tu 
exempt? How much b paid back? 

Mr. Straus. About 75 or 80 percent, I will get you that exacth. 
but they do not go ahead and remit quite the full amount of tie 
taxes. 

Let me take the next two tilings now, and I think that I can forese* 
all of the questions, for I have lived with thb thing for 8 years. 

Tlie percentage of the total annual subsidy made locally and 
natinnally b a tiling that I know you want to l>e told, as I am admin- 
btcring your act. We are to<liiy paying, through the United Stat« 
Housing Adiimiistnition, 61.4 percent of the total subsidy necessary to 
Hcliit'vi' ihcst' low rentals, and the localities, through those tax exemp- 
tions iir liix remissions, or tax re|)iivments, are contributing 38.6 per- 
cent . 

In (li-cal liritain it is verv closely parallel. Tlie National Govern- 
merit jitiys 66,0 jHTccnt of tlic total subsidy, a little bit more than «» 
arc [liiyirifi, heciiuse ui Great Britahi the locuhties pay a little less thu 
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I am getting, only 33.4 percent, by reason of this mechanism of full 
tax remission and then partial repayment in taxes, as contrasted with 
our method of tax assessment and then complete remission. 

Mr, Spence. Is that in local services there? 

Mr. Straus. No, sir; that b a cash contribution. They pay the 
money and take it back, a bookkeeping operation. 

In our system, we have no capital grants. It is entirely financed by 
loans. In Great Britainthere are no capital grants. It is entirely 
financed hy loans. 

In this country, under the statute which I am administering and 
which you gentlemen wrote, 90 percent or up to 90 percent of the loan 
is a loan from the Federal Treasury and 10 percent is financed locally. 
In Great Britain the loan is entirely a national loan from a fund that 
has been in existence over 88 years. One hundred percent of it is 
loaned for the same thing, for a period up to 60 years. Lately some 
of the cities have been able to float the loans themselves. 

Mr. Spence. What losses have they sustained? 

Mr. Stkaus. I want to be careful in answering that question. I 
know that that loan is solvent, and I know that that has been going on 
for over 88 years. 

Now, gentlemen, that is the American system, if I may call it such, 
and that is the British system. They are veir nearly on all fours. 
There are two differences, fundamentally. The one difference is 
that in this country we have direct tax remission, and in Great Britain 
they assess full taxes, but pay most of them back, a bookkeeping 
operation, and in this country we can only lend 90 percent of the cost 
of the project, and then we go through complicated details of getting 
the 10 percent by separate loans. 

That is the picture. That is the way it is done. 

Mr. Transde. Is the English subsidy system the same as ours? 

Mr. Straus. The subsidy is calculated always to bring the rent 
-down to what slum dwellers can afford to pay. In eflfect, it always 
works that way. 

Mr. Spence. Have they computed their rents on the same basis as 
you compute your rents? 

Mr. Strads. In what way? 

Mr. Spence, In regard to the investment. 

Mr. Straus. Yes, I would say substantially "yes," as far as I know 
it. I have only spent 2 or 3 months studying it. I am not completely 
familiar with that. 

Mr. Spence. Other than taxes, what essential elements of difference 
■are there in the English system as compared with ours? 

Mr. Straus. There is not even the full amount of taxes remitted, 
and we are locally getting complete tax remission. They do not 

Mr. Reilly. In the United States, does not the Government stand 
for the 100 percent? 

Mr. Straus. I do not think that is strictly true. I am not legally 
aware of it, and I do not think that that is directly true, because 

Mr. Reilly. Does not the United States Government guarantee 
the 10 percent that the local housing authority provides? 

Mr. Straus. No; surely not. 

Mr. Reilly. Are their bonds sold without any guaranty? 

Mr. Straus. The bonds are secured by the rents from the project, 
plus these two sources of revenue that I have mentioned and that I 
indicated here [indicating]. 
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Mr. Reilly. In figuring what the subsidy will be, you provide 
interest and amortization on that 10 percent, so that it ^1 conies out 
of the project? 

Mr. Straus. Right. 

Mr. Reilly. \Ve started out— — - 

Mr. Straus (interposing). Excuse me; I do not want in any way to 
shut off anything, but do we get anywliere by goir^ over and over 
again that same groimd? I wiU come up here every day for the next 
year, if you direct me to do so, because my heart is in this program, 
but if you have asked me that question about the payment of the 

fuaranty of that 10 percent once, you have asked it of me 50 times, 
have done my best; I have made an honest response one time after 
another, but what ia the good of continuing to "rag" me? 

Mr. Reilly, Because you continue to talk about a local contribu- 
tion, when there is no local contribution. 

Mr. Straus. I tried to answer that. 

Mr. Williams. I can answer it. There is no local contribution. 

Mr. Fish. Would you be wUUng to answer this question? Would 
you favor having the constitution of New York State amended to 
provide for total tax exemption for the housing projects in New York 
State? 

Mr. Straus. I am very loath to commit myself, Mr. Fish, on a big 
important matter such as that, without mature and careful reflection. 
If you want to have any of my views, which after all I do consider 
important in view of my position, I would ask yoii to be good enough 
to present your question to me in writing. I like to be very careful as 
to what I say, and to be sure of my advice. 

Mr. Fish. I think that that is very proper. I will do that today, 
send you a letter, because this will be a big issue, and I want to be 
guided very largely by your views. 

Mr. Transue. Mr. Chairman 

Mr. Williams. I was asking some question which I had not finished. 

Mr. Ford. Mr. Chairman, I have not said anything at this session 
at all. 

Mr. GoLDSBORouGH. . I Will have to recognize Mr. Transue. 

Ml'. Transue. I was going to say, in regard to Mr. Reilly's obser- 
vation that there was no local contnbution, this, that he did not mean 
that the remission of taxes was not a local contribution. You did 
not mean that? 

Mr. Reilly. I mean the original 10 percent. 

Mr. Transue. In regard to that, if the project is not economic, 
and does not pay out, do you understand that the United States 
Government is going to pay that 10 percent to the holders of those 
10 percent bonds? 

What is your understanding of that? 

Mr. Reilly. The United States pays the whole thing, 

Mr. Transue. That is not so, is it, Mr. Straus? If the rents do 
not pay the 10 percent, it does not get paid. 

Mr. Straus. No; that is not strictly true. The local loan is paid, 
as I repeatedly said, out of, first, the rents, then indirectly by the 
tax remissions, and then by so much of the Federal subsidy as may 
remain over after payment of interest on the Federal portion of the 
loan. 
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I do not think there is a member of the committee, Congressman, 
that does not fully understand now what we are doing, although I 
know that some of them disagree as to its wisdom, 

I would like to ask the members of the committee if they would be 
kind enough to read, in tliis connection, this memorandum entitled 
"Municipalities are Unable to Furnish a 10 percent Capital Subsidy." 
I am only asking that because some of the members were not here 
earlier, and it does answer some of the questions that the members of 
the committee have asked. 

Mr. GoLDBBOROuGH. Do we have that? 

Mr. Straus. Yes. Every member of the committee was furnished 
with it. 

Mr. GoLDSBOHOUGH. Now, gentlemen of the committee, do you 
desire any further hearings, or are you ready for executive session? 

Mr. Reilly. Other people want to appear. 

Mr. Ford. Is there any demand from outsiders for a hearing? I 
do not know of any. 

Mr, Reilly. The American Federation of Labor wants to be 
represented here and heard, and I understand Mr, Camahan, who 
represents the National Lumber Association, desires to appear. 

Mr, GoLDSBOKODGH. If it is agreeable to the committee, we will 
tell Mr, Straus that we are very grateful to him and to Mr. Keyserling 
for having appeared before the committee and given us a very full 
explanation of the work pursuant to our legislation, and say to them 
that unless we call them specifically, it will not be necessary for them 
to return. 

Mr. Williams. There is one question that I wanted to ask. 

Mr, FoBD. There is one observation that I want to make, too. 

Mr. GoLDBBOROUGH. I am not quite through, 

Mr. Williams. I thought that you were going to discharge him. 

Mr, GoLDSBORouGH, There is just one thing that I wanted to add, 
I do not know how long this Reconstruction Finance Corporation bill 
will take that we are going to have a hearing on tomorrow. It may 
not take all of tomorrow, and yet we cannot notify the American 
Federation of Labor and anyone else who wants to appear until after 
we have finished with the Reconstruction Finance Corporation, 

No w, p roceed. 

Mr. Williams. I asked a question a while ago, to which I want to 
return. In case of default, what other rights will the bondholders 
have under this agreement? 

Mr. Keyserling. Therightsof the bondholders, in event of default, 
are exactly the same as the rights of any holders of municipal bonds. 
In other words, the trust indenture issued in connection with the tak- 
ing up of the definitive local bonds contains provision that in event of 
default, a trustee will be appointed for the administration of the prop- 
erty for the benefit of the bondholders. There is no difference at all 
that I, can distinguish between this arrangement and any ordinary 
revenue loan. 

Mr, Williams. There is no provision in here for foreclosure, I 
recall Mr. Straus saying. 

Mr. Keysehling. There is no provision for foreclosure. 

Mr. Williams. And there is no lien created against the property 
iteelf? 
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Mr, Ketserling. Only against the revenues of the property. 

Mr. Straus. That is right. 

Mr. FoHD. Mr. Chairman, it has been repeatedly stated, this morn- 
ing particularly, that the law aa it is at present being administered and 
as it at present stands on the books is being administered in a manner 
that does not conform to the statute directly or to the intent of 
Congress, That statement has been made here repeatedly this 
morning. 

Mr. GoLDSBOKOUGH. I have not imderstood any statement of that 
kind to be made. 

Mr. Ford. There have been such statements made. 

Mr. GoLDSBOROUGH. As far as I know, there has been no implied 
suggestion of any impropriety on the part of the Administrator or in 
the administration of this law. I have not heard of any. 

Mr. Ford. There has been no suggestion of impropriety, but there 
has been the statement that the law is being administered not in con- 
formity with the letter of the statute and the intent of Congress. 
Mr. Reilly has made that statement 

Mr. Reilly. And I stand by it. 

Mr. Williams. So will I. " 

Mr. Ford. 1 want to comment on it in that particular, because the 
law says that we should have from the local community 10 percent, 
and it does not soy whether it is a grant, or a contribution, or what, 
but that the local authority shall supply 10 percent of the original 
amount. 

Mr. Williams, I will have to take exception to that statement. 

Mr. Ford. All right; why the exception? 

Mr. Williams. That is not what the law states. 

Mr. FoKD. What does the law state? It says that the Government 
shall supply 90 percent. Therefore the other 10 percent cannot come 
out of the air. 

Mr. Williams. It says that the total of such loans outstanding on 
any project shall not exceed 90 percent. 

Mr. Ford. Exactly. That is exactly what I said. 

Mr. Williams. Well, all right. 

Mr. Ford. You can put it m legal phraseology if you want to. 

Mr. Williams. That is what the law says. 

Mr. Ford. I am putting it in common-sense language, which we 
can all understand. 

So far as the Administrator has gone, that requirement has been 
lived up to scrupulously, has it not, Mr. Straus? 

Mr. Straus. Yes. 

Mr. Ford. All right; that has been done. And in no case have you 
made a contract with any city in wliich you have agreed to furnish 
more than 90 percent of tlie amount of money involved? 

Mr. Straus. That is correct. 

Mr. Ford. That settles that. 

Mr. Reilly. But there are outstanding liabilities to the extent of 
100 percent on eveir project. 

Mr. Williams. That is it. 

Mr. Ford. To what extent is that true? 

Mr, Reilly. Absolutely true. 

Mr. Ford. The project itself carries the liability of 100 percent, 
but the United States Housing Authority does not. 
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Mr. Reillt. The Govemment is in back of the liabilities. 

Mr. Ford. The Federal Housing Authority has to see that the 
90 percent that it puts out is returned to the Housing Authority by 
the payment of those bonds — is that correct? 

Mr. Straus. That is correct. 

Mr. Ford. And the 10 percent, where it ia put up, is an entirely 
separate and distinct obligation? 

Mr. Straus. That is correct. 

Mr. Ford. The only connection between the two is that out of the 
revenues of the project must come the 10 percent as well as the 
90 percent — is that correct? 

Mr. Straus. Exactly. 

Mr. Ford. All momjng we have been saying something else. 

Mr. Reilly. Mr. Ford, we have not said anything else. We 
have simply said that the total cost comes out of the subsidies and 
the United States is obliged to pay in excess of what the revenue 

Mr. Ford (interposmg) . It does not because 20 percent of that 
subsidy is supplied by the local authority in the form of tax exemption. 

Mr. Reillt. What is the difference between tax exemption and 
the revenue coming out of the United States Treasury, when the 
10 percent bonds that the Housing Authority issues is part of that 
obligation? 

Mr. Ford. But the Federal Housing Authority is in no wise respon- 
sible for it, and after the sources of revenue which that project has for 
its maintenance have been paid in at the end of the year, summed up 
what is done first? The first thing is that the interest is paid on the 
90 percent — isn't that right? 

Mr. Straus. Correct. 

Mr. Ford. The next thing is that the maintenance of the property 
is carried out, that is, the reserves are set aside, so much a room for 
its being kept up in good shape, then the amortization is taken care 
of, and then if there is a surplus, something left, it is applied to the 
10 percent. It can only be applied to the 10 percent. 

Mr. Straus. That is correct. 

Mr. Reilly. Do you understand, Mr. Ford, that those bonds are 
going to be issued with the understanding that if there is something 
left, they will get it? 

Mr. Ford. Yes. 

Mr. Reilly. That is already provided for in the original figuring 
of cost. This 10-percent liability goes into the rents, and they figure 
it out so they are covered. You could not sell a bond with the under- 
standing that they would pay if there is sometliing left. 

Mr. Straus. Surely we tried to work out a solvent project. You 
would not want us to work out an insolvent one, 

Mr. Reilly. Surely, and that is where under your administration 
the locaUty pays nothing on the 10 percent. Now, Mr. Straus' 
answer has been this, "We cannot get any contribution, and if you have 
a 10-percent contribution, you have no slum clearance." 

Mr. Ford. Mr. Straus has repeatedly said that he can operate this 
bill as it stands at present, but that if we want to speed up the program 
of building, if we want to carry out the proposition that the building of 
these houses will give men work, then he asks us to make it 100 per- 
cent and add five hundred millions to their right to raise money. 

Mr. Goldbborough. Mr. Luce has a que.^tion. 
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Mr. Luce. I am very sorry that I could not be here earlier. I had 
another committee meeting to attend. 

What provision have you made for the placing of famihes dis- 
possessed by this program? 

Mr. Straus. This program is a decentralized program. It is of 
the essence of a decentraUzed program that that responsibility is 
wholly and completely the responsibility of the local authorities. 

Mr. Luce. It is the matter of fact rather than law that I am after. 
You gave us to understand that the law provides that those who are 
removed from a slum must be supplied housing somewhere else. 

Mr. Straus. No; there is no such provision m the law. 

Mr. Luce. I understood you to say that. 

Mr. Stbaub. No, sir. 

Mr. Luce. That is why I asked you what will become of the 
people who are removed from the existing houses. I understood you 
to say that the law required you to get some other home for them. 

Mr. Straus. I would say that the law required exactly the 
opposite, because frequently the people are on relief and I think in- 
directly we would be estopped by the terms of the statute from re- 
housing them. 

Mr. Luce. I must have fully misunderstood you. 

Am I right in saying that there exists now no plan or process for 
giving homes to those who are removed from slum projects? 

Mr. Stral's. I want to answer you just as directly as I know how 
that the management and determination of the policies and operation 
of what is to become of the slums and the slum dwellers is, according 
to the terms of this program which you have written into the act, 
entirely and completely a matter of local concern. I would be 
interfering with sometmng which I neither have the legal nor the 
moral right to interfere with, to find out what was to become of and 
what was to be done with these families, other than the specific one 
provision of the statute, that I must assure myself that there will be 
demolition of an equivalent number of slum units, and I do nothing 
more. 

Mr. Crawford. Will you allow me to make an observation there? 

I asked a man who thought he was going to be one of the com- 
missioners what they were going to do with them, and his answer 
was this, "If we are able to rehabilitate these slums, the people whom 
we remove from there, if they are (juahfied by havmg sufficient 
income, will be the persons whose applications for entry into the new 
dwellings will be given first choice." 

Mr. GoLDSBOROUGH. But what will be done with them in the 
meantime? That is the matter that Mr. Luce had in mind. 

Mr. Luce, Have you any knowledge what the local authorities 
contemplate in the matter? 

Mr. Straus. No, sir; I could not give you any idea, because the 
problem varies from city to city. It varies as to whether you have a 
grave housing shortage, and as to the ability of the locality to develop 
a new section or reclaim an old one. 

Personally, if I may venture an observation which is not directly 
in line with your question, I think it is very wise to decentrahzo that 
part of the program. 1 am not in favor of a lot of Federal interference 
and Federal management of such a strictly local problem, a problem 
as to what is to become of particular unite of the population or par- 
ticular parts of the city. 
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Mr. Luce. Now, I am getting a much better idea about it, and I 
had hoped that you would be able to tell us what the program contem- 
plated by the local authorities was, so that we might meet the argu- 
ment that we are not making provision for the dispossessed. I cannot 
conceive myself how a local authority could or would handle it, and I 
thought perhaps you might know. 

Mr. Straus. No; we have not been directly up against it in the few 
months that I have been there. I have no practical experience to 
base it on. I find that our efforts to get the program going involves 
enough things that I have to discuss and know about, that I do not 
concern myself with a consideration of things really completely 
extraneous to my job, 

Mr. GoLDSBOROUGH. I would hke to make an observation here. 

Unless, after these buildings are completed, those who are dis- 
possessed would be given preference, the whole program is a nullity, 
as I see it, and, as I understand that question, it is what is to oe 
done with the dispossessed people in the interim between the clearance 
of the slums and the reconstruction. 

Mr. Luce. No; that does not go quite to the point. What I had 
in mind was that the figures laid before us by the Housing Authority 
with respect to the occupancy of the new building would be far in 
excess of the financial capacity of the dispossessed, and it strikes me 
that an all-important part of the program should be to secure better 
living quarters for the dispossessed than they previously had. 

Mr, Tranbue. Will the gentleman yield? 

Mr. Straus. I think that I can answer Mr. Luce in a very short 
answer, and that is that we try to make these projects, wherever 

Sssible, an impetus to a general replanning of the city, and that prob- 
n is, of course, one of the things that comes up. 

I do not know if that is a complete answer, but it is a partial answer. 
It does not answer your question that supposes there are 16 families 
who are on relief in that slum area, and asks what the city of blank is 
goin^ to do with them. I do not know the answer to that in that case; 
that 18 true. 

Mr. Thansub. My thought was that these people who are in slums, 
a great many of them, in fact most of them, are paying rent— isn't 
that true? 

Mr. Straus. Yes, sir. 

Mr. Tkanbue. If they are paying rent, they will no doubt be able 
to get housing from the United States Housing Authority in these 
projects at the same or less than they are now payii^. 

Mr. Straus. Preference would obviously be given to them, but it 
is not something which directly concerns me. 

Mr. Luce. My figures yesterday completely disproved that 
possibility, because they proved that a man with an income of less 
than $1,200 a year could not pay anything like the rents that are to 
be charged in these new projects. 

Mr. Tbansde. I do not understand that. 

Mr. Straus. I just simply cannot, at the risk of contradicting the 
Congressman, flatly allow that to stand in the record. Our figures, 
worked out in minute detail, show that we are rehousing families 
with incomes of from $550 to $600 per year at the lower end, and 
famihes with $1,000 to $1,050 at the upper end. There is no project 
in any city, and there will be none, that will apply to income groups 
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higher than that. We have ample figures to prove that, on the basis 
of surveys made by the W. P. A., surveys made by the cities them- 
selves, and surveys of the proper amount that should be paid in 
rentals, varying between a quarter and one-fifth of the income. 

Mr. Luce. My only answer to that, sir, is that if you will take the 
figures I put into the record yesterday, and point out to me where the 
flaw in those figures is, I shall then be willing to accept the fact that 
you are going to be able to rehouse in those projects the persons who 
have previously lived in the slums. 

Mr. GoLDSBOROUGH. May I ask one question? 

I thought I heard you say that Great Britain has been pursuing a 
slum program for around 80 years. Is that correct? 

Mr. Straus. No; I did not say that. The British program, as 
we understand it now, was inaugurated in 1918, immediately after the 
war, as a sort of a program for homes for heroes. 

Mr. GoLDSBOROUGH. That was my idea. 

Mr. Straus. Tliis fund has existed and has been used for various 
purposes. It is called the pubhc works loan fund, and does not only 
finance housing, and if I implied that, I was wrong. 

Mr. GoLDSBOROUGH. What I had in mind was this, that, as I under- 
stand it, the slums in London, for instance, are worse than any we 
have in this country. 

Mr. Straus. Today, sir? 

Mr. GoLnsBORouQH. Certainly prior to 1918. 

Mr. Straus. The slums of the British cities are practically elimi- 
nated. They will be completely eliminated by 1940 under the present 
program. There is no such tiling in any British city that I fciow of 
that compares with what I can show you in a thousand communities 
in the United States. 

Moreover, the British today are going beyond slum clearance. 
I showed you yesterday a poster wliich may still be here, showing that 
they are goii^ after overcrowding, even in buildings that are sound. 
Conditions such as we have today would not be tolerated in any 
British city. 

Mr. Williams. As a matter of information, if you have the facts, 
how many are there in this group from $550 to Sl,050? I refer to 
families, if you have the information, in this country. 

Mr. Straus. That is a fair question, and I think we can get that 
easily. 

Mr. Williams. How many families are there in the group just 
below that? 

Mr. Straus. That is an interesting question, and the information is 
available. We can get it, but I do not have it in my head. 

Mr. Williams. I will add this also^the group beyond that. 

Mr. Straus. To nothing at all, we will say? 

Mr. Williams. No; up. 

Mr. Straus. Up to, say, $1,800 or $2,000? Those figures are not 
accurate, but they are roughly available. 

Mr. Williams. I will be obliged if you can put those figures in this 
record. 

Mr. Straus. Put them in the record? 

Mr. Williams. Yes; unless you have them now. 

Mr. Straus. I haven't them available now, but I can send them to 
you and you can put them in. 
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Mr. Reilly. What is the difference between the British policy and 
our policy as to the character of building provided for the slum 

dwellers? 

Mr. Straus. I am glad that you asked that. The character of the 
buildings provided for the slum dwellers in Great Britain is far below 
what has been provided bo far under the P. W. A. prog;ram, not nearly 
as good. I think that with the cost Umitations ana with the Adminis- 
trator's own training for economy, that what we will provide in the 
new projects will closely approxunate the British procedure, except 
that you will always find in this country better sanitary facilities. I 
do not know what the earlier British projects provided, hut their 
projects today fall in some ways short of what we would deem satis- 
factory. For instance, they are satisfied with a tub about this big 
[indicating], and that seems to be used also for a sink, and things like 
that. They do achieve low rentals, but I do not think you would 
believe that I was doing my job if I allowed that kind of thing to go 
up in this country. 

Mr. McKeough. Have you any blueprints available in connection 
with the projects that have been finally approved, as to three-, four-, 
or five-room layouts, under your particular plans? 

Mr. Straus. Congressman, I have that in a purely tentative stage, 
and we are in the midst of tearing that apart, and I would not like 
to make that public. We are settmg up some model plants made out 
of compo-board because of the aiguments as to whether the rooms are 
big enough or not. Some people say that I have it too small, and I 
want to find out. 

Mr. Transue. Will you please state in the record again what the 
tenant will have to pay in rent, in answer to the argument or the 
statement that Mr. Luce made? 

Mr. Straus. That is already in the record, sir. 

Mr, Transue. Put it in again. 

Mr. Straus. The rents vary from a liigh in New York City of 
$5.12 to $5.18 per room per month, which would provide for an annual 
income of about $1,050, on the accepted standard of 200 times the 
monthly rental as the annual income, down to a low at Austin, Tex., 
which ranges from $2.66 to $2.84, and there we hit about $550 or 
$560, which we had to hit, and I think all of our projects will be within 
those ranges. 

Mr. Transue. Proving, of course, that any one paying rent today 
con pay those prices. 

Mr. Straus. Yes, sir; that statement is absolutely correct. 

Mr. McKeough. Mr. Chairman, how soon are we going to ad- 
journ? I have some urgent business elsewhere in connection with 
the wages and hours bill. 

Mr. GoLDSBOHOUOH. If there are no further questions, we will 
adioum now, until 10 o'clock tomorrow morning, at which time we 
will hear Mr. Jones of the R. F. C. on the railroad loan bill, 

(Letter inserted in hearings upon request of Hon. Clyde Wilhams, 
Member of Congress:) 

United States Housing Authoritt, 

Waehinglon. May 11, 1938. 
HoQ. CtTDE Williams, 

House of RepTetentativet, Wathington, D. C. 

My Dear Congressman Williams: During the course of the heariiiKS, you 
requested inforraation as to the Dumber of faaulies in the United States with in- 
comes under $600 and with incomes ranging from $600 to $1,000 per year. As 
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yon probably realise, there is no accurate up-to-date data available on family 
incomes, particularly od a Nation-wide basis. Several estimates, however, hav» 
been made within the past few years, of which the best known is in America's 
Capacity to Consume, published by the Brookings Institution, 

The Brookings estimate, though published only a few years ago, refers to the 
year 1929. It may therefore be assumed that the general range of i 
today somewhat lower than the Brookings estimate. 

The Brookings figures for nonfarm families in 1929 are as follows: 



Family income class 


"SZX." 


total DonrHrm 




m.ooo 
2,9»a,ooa 
4,7«;ooo 

















No break-down at the $600 level was made by Brookings. The above figures 
would probably indicate, however, that there were at least 1,000,000 noDfarm 
families with incomes under £600 in 1829. 

A survey of incomes in a number of individual cities was made Id 1933 by the 
Bureau of Foreign and Domestic Commerce, in the. Financial Survey of Urban 
Housing. 

According to this survey, made at a low point in the depression, 19 percent of 
all the families in 22 cities located all over the country had incomes between 
8600 and $1,000 in 1933. In St. Joseph, Mo., 20 percent of the families fell 
within this range. 

Hoping that this very approximate information will be of service to you, I am, 
Faithfully yours, 

Nathan Straus, AdminUiralor. 

(Statement submitted by Mr. William Green and Mr, Harry C. 
Bates on behalf of the Amencan Federation of Labor;) 

May 4, 1938. 
Hon. Henry B. Stbagall, 

Chairman, Commiltee on Banking and Currency, 

House of Re'presentatiiKi, Washington, D. C. 

Dear Congressman Steagall; On behalf of the American Federation of Labor 
we wish to express our unqualified support of the amendments to the United 
States Housing Act contained in H. R. 10417, introduced by you on April 26, 1938. 

During the past 6 months the United States Housing Authority has been 
intensively and energetically clearing the Geld of low-rent public housing for 
action. The passage of State and local enabling acts, the creation of a large 
number of new local housing authorities, the study of the local housing needs and 
the preparation of projects which would effectively bnng the rents within the 
reach of low-income groups— all of these actions have cleared the wav to prompt 
initiation and rapid development of local low-rent housing and slum-eiearance 
projects. 

Over $310,000,000 have been specifically earmarked for local housme projects 
in all parts of the country by the United States Housing Authority ana requests 
have been received for additional earmarkings which would consume the balance 
of the $500,000,000 loan authorization provided for in the United SUtes Housing 
Act of 1937. Contracts for loans and annual contributions have been entered 
into with nine local housing authorities totaling $53,500,000 in loans for projects 
whose cost will total about $60,000,000. Because policies, questions of local 

Eroeedures, and all preliminary details have been thoroughly cleared away before- 
and, further earmarking, consummation of new local contracts, and actual loan 
payments can and will proceed at a rapidly accelerated pace. 

tinder the term* of the pre^cnt act, however, the United States Housing Au- 
thority program is limited in scope in several respects. The amendment which 
you proposed, while retaining reasonable and practical limits upon the scope of the 
program, will permit the United States Housing Authority to take care of the 
most pressing local housing needs and provide employment for building-trades 
mechanics and laborers in all parts of the country. 

Your amendment increases the authorized bond issue to raise money for loan 
purposes by $500,000,000. Inasmuch as it generally takes about 18 months to 
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complete a project, and the loan contracts must necessarily cover the complete 
construction costs of the project, it is clear that the United States Housing Author- 
ity must have authority to plan and make loan contracts on the scale of a much 
lai^er authorization than the amount of money it can actually put into circulation 
in the next calendar year. In view of this the additional authorization for bor- 
rowing to tlie extent of $500,000,000 will be absolutely essential to enable the 
United States Housing Authority to get $300,000,000 into circulation in the 
course of the present calendar year. 

In addition, the amendment increases the amount of annual contiibutiona 
(the payment of which will begin after the projecta are completed but which 
must be contracted EimuUaneously with a capitiJ loan contract) to £50,000,000 
tor this year. This provision will meet the needs of the proposed espanded loan 
program. While it *does not involve any additional appropriations, the amend- 
ment effectively accelerates the rate of expenditure which the United Stat^ 
Housing Authority can maintain during this year. 

Finally, the amendment removes for the current year the requirement of 10 
percent local participation in the capital loans to local housing authorities in 
those localities where such requirement blocks speedy action. In practically 
every instance the 10 percent local contribution required by the act must be raised 
by borrowing. Under the terms of the amendment the local housing authority 
will be enabled to obtain the remaining 10 percent from the United Statea Housing 
Authority instead of the local lending agencies. This will eliminate delays inci- 
dent to local borrowing and will make projects available to those local housing 
authorities which are unable to borrow their 10 percent from local sources. This 
change is not only important i>ut also sound and desirable, because it will markedly 
improve the financial security of the Federal Government. 

The provisions contained in this amendment will serve to enlarge the scope of- 
the low-rent housing program, will expedite the actual construction of low-rent 
housing projects, and wiU make these projects available to wage earners and their 
families at an earlier date. 

The amendment is in full accord with the principles embodied by President 
Roosevelt in his message to Congress of April 14. It is in full accord with the 
views unanimously expressed by the convention of the American Federation of 
Labor held last October. On behalf of the officers and members of the American 
Federation of Labor unions throughout the Nation we urge speedy enactment 
of this amendment in the form in which it was introduced by uou. 
Very truly yours, 

William Green, 
President, American Federation of Labor. 
Harry C. Bates. 
ChairTnan, Housing Committee, American Federation of Labor. 



COUUITTEE FOR InDCSTRIAL ORGANIZATION, 

Wa»hittgton, D. C, May 10, 19S8. 
Hon. Hbvrt B, Stbagall, 

House Committee on Banking and Currency, 

House Office Building. Washington, D. C. 
My Dear Conobbssman: The recovery program recommended to the Amer- 
ican people by President Roosevelt in his recent message includes a proposal 
that immediate construction of $300,000,000 in additional housing projects be 
undertaken by the United States Housing Authority. 

If such an expanded program is to be fulfilled this year, it will be necessary 
to amend the United States Housing Act in several respects. The amendments 
have been embodied in bills introduced in both Houses of Congress, one of which, 
H. R. 10417, is now pending before the Committee on Banking and Currency of 
which you are chairman. 

The principal changes made by this bill in the present act are as follows: 

(1) The Authority is to be authorized to lend up to 100 percent of the value 
of the project. At present it can lend only 90 percent. This change will speed 
up construction to an extent which will outweigh any supposed advantage to 
be gained by requiring local authorities to provide part of the funds. 

(2) The Authority is also to be authorized to arrange for bond issues in the 
total amount of $1,000,000,000 instead of $500,000,000 as at present. This change 
will make it possible for contracts to be entered into promptly which will result 
in the expenditure of about $300,000,000 during this calendar year. 
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(3) As a necessary Bupplementary matter, the Authority is to be authorized 
to enter into contracts for annual contributions to local authorities up to the 
amount of $50,000,000 during the present year. Under existing conditions in 
the housing industry, it is impossible to ent«r into contracts for loans and con- 
Btruction unless corresponding arrangements can be made for annual subsidies. 
These provisionH of the law must be brouglit into harmony with the general 
program. 

Unless these three changes are made in the present act, together with certain 
minor matters also dealt with in the proposed amendments, it will be impossible 
for the United Stat«s Housing Authority to expend more than about $125,000,000 
this year. Such an amount would be pitiably small in view of the great need both 
for employment and for housing itself. 

The Committee for Industrial Organization endorses the' proposed measures 
without qualification and urges that you support them by your vote both io com- 
mittee and on the tloor. 
Sincerely ,- 

Leb Pressman, General Counsel. 

(Thereupon, at 12:20 p. m., an adjournment was taken until Friday 
morning, May 6, 1938 ; and the hearings on the housing bill were con- 
tinued subject to further announcement.) 
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